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Australian PM 
calls election 
ahead of time 

Australia's prime minister Paul yesterday 

called a federal election on March 13 after his 
Labor party lost a state election in Western Austra- 
lia by a smaller than expected margin. 

By choosing to go to the electorate three months 
earlier than he has to, Mr Keating hopes to capital- 
ise on Labor's rise in popularity since he became 
prime minister in December 1991- Page 12; 
Observer, Page II; Australian bonds. Page lfi 

Dafe Dutch economic affairs minister Koos 
Andriesscn has expressed his support tor plans 
to unbundle the truck manufacturer, salvaging 
the Dutch core operations and transferring UK 
plants to a separate new unit Page 13 

Suspect surrenders: SQvano Larhti, fugitive 
Italian architect sought for months by Milan 
magistrates in connection with the country’s 
political corruption scandal, gave himself up 
and was believed to be under interrogation. 

Spain’* hint on rates: The Spanish government 
has hinted that official interest rates in the country 
may fell in the next few days following the reduc- 
tion in German rates last week. Page 2 

Tennis star Arthur Ashe dies 

Arthur Ashe, who 
won the Wimbledon 
men's title in 1975, 
died in New York of 
pneumonia resulting 
(him Aids. He was 
49. Ashe used the celeb- 
rity status he won 
on the tennis court 
to fight racism in sport 
A heart attack forced 
him to retire in 1979 
and he was infected 
with ffie Aids virus from tainted blood he received 
as he recovered from heart surgery. 

Labour rethink mooted: John S mith , leader 
of the opposition UK Labour party, cleared the 
ground for its objectives to be reworked by project- 
ing the party as a nan-ideological champion of 
ordinary citizens’ interests. Page 5 

Inveetoorpi Bahraini-financed international 
Investment bank which controls businesses in 
the US and Europe, pushed up its after-tax profit 
by 202 per cent to 262.7m in 1992. Page 13 

Close Belgian votes Belgium's parliament 
has narrowly approved wide-ranging reforms . 
to transform the country into a federal state and 
devolve even more powers to its legions. 

Page 2 

Charterhouse: The Royal Bank of Scotland 
is expected this week to announce the sale of 
its merchant banking subsidiary for about £235m 
(1333m) to two European banks. Page 13 

Palestinians shot: Seven Palestinians were 
shot dead in the Israeli occupied territories at 
the weekend, as violence continued to undermine 
Middle East peace efforts. Page 4 

European Monetary S ys tem: The European 
exchange rate mechanism grid shows the extent 
to which tensions have eased since the Bundesbank 
cut its officially posted Interest rates on Thursday. 
There is only a l percentage point differential 
between the strongest and weakest currencies 
in the hard core of the system - the D-Mark, 

French franc, Danish krone and Benelux curren- 
cies. The Danish krone touched its floors against 
three ERM currencies before the Bundesbank 
rate cut. But cm Friday it was trading around 
Its central parity against the D-Mark of DKr8J814. 
Currencies, Page 23 
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The chart shows the member currencies of the 
exchange rate mechanism measured against the 
weakest currency in the EMS 's narrow 225 per 
cent fluctuation band, tn practice, currencies in 
the narrow band cannot rise mare than Z25 per 
cent from the weakest current# in that part of 
the system. The Spanish peseta and Portuguese 
escudo operate with 6 per cent fluctuation bands. 

Hyundai chief charged! Chung Ju-yung, 
founder of the Hyundai business group, has been 
indicted on charges of illegal ca mpa ig n funding 

connected with his failed candidacy in last Decem- 
ber’s South Korean presidential election. Page 4 

Banco Santandors The Spanish bank's 
chairman, Emilio Botin, plans to step up Its strat- 
egy of international expansion, with the aim 
of increasing net profits earned abroad to 50 
per cent of the group's totaL Page 14 

Cypriot polfc Greek Cypriots voted in the first 
round of a presidential election that amounts 
to a referendum on proposals for reuniting the 
island's Greek and Turkish communities. Page 2 

Red Cross worker* kHodi A landmine 
killed three Somali Red Gross workers and three 
passengers riding in their truck in breakaway 
Sortbera Somalia on Friday, the International 
Committee of the Red Cross reported. 
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Chinese students turn from Marxism to business 


By Tony Walker In Bering 

THE People's University of China 
is abandoning courses in Marx- 
ism In favour erf business studies. 

The Beijing-based university, 
bowing to the pressures of Chi- 
na’s economic reforms, Is introd- 
ucing courses in such capitalist 
pursuits as real estate manage- 
ment and marketing. 

Some 14 new business subjects 
will be made available at the uni- 


versity, established by the Com- 
munist party to train young revo- 
lutionaries before the People’s 
Republic was founded in 1949. 

According to China's Business 
Weekly, the new subjects will 
replace 17 courses related to com- 
munist dogma that have died 
through lack of student interest. 

China’s Community .Party 
School, the main centre for train- 
ing high-level party cadres, is 
also joining in by announcing 


that for the first time it will 
begin teaching China’s leaders 
about stock market operations. 

. This with an explo- 

sion of interest throughout China 
as people, starved of investment 
opportunities 'for so long, seek 
better returns tor their savings. 

Party school courses in the 
rudiments of capital markets also 
come at a time when China’s.. 
State Council (cabinet) is consid- 
ering a new securities law to help 


regulate the country's growing 
equities markets In such places 
as the Shenzen special economic 
zone in South China and in 
Shanghai. The Communist party 
newspaper, People's Dally, said 
reform of the party school’s cur- 
riculum was necessary to deal 
with practical developments after 
calls last year by Mr Deng Xiao- 
ping, China's senior leader, for 
swifter market reforms. Deng’s 
call helped prompt an explosion. 


Of. economic activity throughout 
the country with annual growth 
rates in some places exceeding 12 
per cent. This rapid growth is 
causing disquiet and has led to 
calls for a slowdown to prevent 
the economy overheating: 

The People's University, a hot- 
bed of Red Guard activity after 
Mao Zedong launched the Cul- 
tural Revolution in 1968, has 
been' finding it increasingly hard 
to attract students to Its out- 


moded disciplines. Bright young 
Chinese, who would have fought 
to gain entry to the People's Uni- 
versity, now stream south to 
rp pifg their fortunes in the new 
economic zones, or drift towards 
institutions offering more busi- 
ness-related courses. Revealingly, 
the People’s University is estab- 
lishing a department of national 
economic management to replace 
the planned economy depart- 
ment 


European 
steelmakers 
willing to 
discuss cuts 

Brussels offers to spend 
£700m on shutdown plan 


By Lionel Barber hr Brussels 

EUROPE’S steel industry has 
indicated it is willing to discuss 
new far-reaching cuts in capacity 
as part of a fixture EC rescue 
plan, according to a report 
ordered by the European Com- 
mission. 

The report by Mr Fernand 
Braun, the EC’s special steel 
envoy, shows that the deepening 
recession and mounting losses 
have forced steel producers to 
raise estimates of possible capac- 
ity cuts well beyond those set out 
just a month ago. 

Mr Braun’s report will form the 
starting-point for discussions 
between the Commission and EC 
industry ministers, who later this 
month must decide how much 
political, financial and commer- 
cial support to extend to EC steel 
producers that are facing their 
worst crisis in 10 years. 

The Commission has proposed 
spending more than £700m ($lbn) 
on helping steelmakers shut 
down excess capacity, but much 
depends on the credibtlUy of the 
Industry’s commitment to joining 
an industry-wide restructuring 
exercise led by Brussels. 

After more than three months 
of talks with around 70 managing 
directors of EC steel producers, 
Mr Braun has extracted informa- 
tion which adds up to “potential" 
and “probable" cuts in capacity 
of around 17m tonnes in crude 
steel and around llm tonnes in 
rolled products. 

These figures come on top of 
firm industry pledges to reduce 


capacity by around &5m tonnes 
of crude steel and 6.6m tonnes of 
rolled steel which appeared in an 
Interim report which lfi: Braun 
sent to the Commission last 
month. At best 50,000 jobs are 
likely to go in the Industry’s 
restructuring. 
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The Interim report was critic- 
ised within the industry because 
it felled to secure actual agree- 
ments from steelmakers to 
reduce some of the 30m tonnes of 
production overcapacity in the 
EC. Mr Braun Is subsequently 
believed to have persuaded steel- 
makers to be more explicit about 
their restructuring plans. 

These figures are based on dis- 
cussions within the industry and 
the likely prospects that steelma- 
kers face little hope of an. upturn 
in demand in 1993. 1994 or possi- 
bly even 1995 - following a fell 
in steel prices in Europe of 30 per 
cent over the past three years. 

Mr Braun's report was deliv- 
ered late last week to a restricted 
group of officials in Brussels, 
including Mr Martin Bangemann, 
Industry commissioner, and Mr 
Karel Van Miert, EC competition 
commissioner. 

Mr Bangemann will present his 
own response to the Braun report 
within the next two weeks. He is 
expected to set out the frame- 

continued on Page 12 



US sepfetaxy of defence Lbs Aspln (right) talks with Nate secretary-genual Manfred Whiner in Munich yesterday. Mr>.Aspin gave the 
affiants aimmi security co nfe rence an assurance that troop cot plans by the Clinton adminis tration would not undermine Washington’s 
to Europe. Nation still awaits administration, Page2; Aspin reassures allies over commitment to Nato, Page 12 



By Charles L o adti Sate r and 
Mktilyu Nafcamoto fan Tokyo 

JAPAN is ready to take a much 
firmer stance in trade talks with 
the US if the new Clinton admin- 
istration insists oa an industry- 
by -ihdustry approach to rotting 
Tokyo's $43hn trade- surplus with 
the OS. 

The tougher Hne, spelt dot by a 
senior official at the Ministry of 
International Trade and Industry 
at the weekend, could Signal 
growing friction with the US, 
where several members of the 
adminis tration's economic team 
favour a sectoral app^oa/efi to 
opening up the J apanes e jmnfcat 

Mr Sozaburo Okaxnatsu, direc- 
tor general of Mill’s international 
trade policy bureau and one of 
Japan’s most senior tnpe negoti- 
ators, said the country*, wanted a 
more equal partnership with the 
US. The two countries had to 
address the trade Issue In the 
context of wider concerns, such 
as stimulating world economic 
growth. 

“We completely reject the sort 


of approach to set some market 
share for imports into Japan. We 
do not want to proreed down that 
road,” he said. Japan wanted a 
more macro-economic approach. 

This conflicts with recent 
remarks by Ms Laura Tyson, 
chafrwoman of President Bill 
Clinton’s council .of economic 
advisers in favour of sectoral 
talks an the surplus. 

If the US wanted to propose - 
micro-economic talks. Japan 
would co-operate, but it was not 
the route preferred by Tokyo and 
it would be embarked upon with 
little enthusiasm. 

Mr Okaxnatsu also spelt out 


earlier threats that Japan would 
retaliate agatnst any unilateral 
trade sanctions Imposed under 
the Super 801' provisions of the 
US I9d8 trade act A bill propos- 
ing the revival of Super 301, a 
modification of Section 301 of an 
earlier trade act, was presented 
to the US Congress last weds, as 
well as a bill to raise sharply the 
tariff on miniv an imports. 

Mr Okaxnatsu said Japan would 
first seek a ruling from the Gen- 
eral Agreement oh Tariffs and 
Trade, the world trade body, an 
any Super SOL measures against 
its exporters. If Gatt ruled in 
Japan's favour, Japan would con- 


sider withdrawing tax and tariff 
Concessions on US imports into 
Japan. 

Japan's global trade surplus 
has grown rapidly in the past two 
years, largely because the slow- 
down In its economy has sharply 
reduced demand for imports. The 
global surplus surged by 376 per 
rent last year to $107-06bn. 

Mr Okaxnatsu said Japan might 
propose setting up a bipartisan 
panel of expats to address the 
macroeconorafc causes of the US 
trade deficit. 

Braced for trade friction. Page 3 
US rebuffs EC an Gatt, Page 12 


Reichmann to advise Wall 
Street investor on property 


By Martin Dickson 
In New York 

MR Paul Reichmann, the man at 
the centre of the world’s most 
spectacular property company 
collapse, is to advise Mr George 
Sotos, one of the world’s most 
successful money managers, on 
the real estate market as the two 
join forces to invest in north 
American commercial property. 

Mr Soros, a Hungarian-born 
Wall Street In v est or , made more 
than Slbn (£600m) speculating 
against sterling on “Black 
Wednesday” last autumn. 

Toronto-based Mr Reichmann 
built Olympia & York into the 
world's biggest property devel- 
oper in the 1970s and 1980s, only 
to see its main Canadian busi- 
ness file for bankruptcy court 
protection from creditors last 
May. Canary Wharf, O&Ys devel- 
opment in London’s Docklands, 
has been in the care of admin- 
istrators since then. 


The deal represents a remark- 
able vote of confidence in Mr 
Reichmann, who was praised by 
Mr Soros yesterday as “one of the 
most astute and visionary figures 
in real estate investment”. 

Observer Page 11 

The Soros-Reichmann partner- 
ship, to be formally announced 
today, follows last Friday’s 
approval by an Ontario court for 
O&Y to emerge from bankruptcy 
protection, albeit as a shadow of 
its former self. 

Mr Reichmann. who will have 
no executive relationship with 
the ongoing O&Y, Is setting op a 
new company, RrirflimsTiTi inter- 
national, which will provide advi- 
sory services on property matters 
to Soros Fund- Management, Mr 
Soros’ private investment man- 
agement firm. This already has 
ln-house property experts. 

Mr Soros Is establishing a new 


CONTENTS 


fond. Quantum Realty, which 
plana to raise up to 9525m to 
Invest in property, with up to 
another 9130m available from 
Soros-related coihvestors- Mr 
Soros and Mr Rrichmann, as the 
representative of the Reichmann 
family, will jointly contribute 
S75m-il00m to Quantum Realty. 

Much oT the remainder seems 
likely to come from investors in 
Mr Soros’ existing Netherlands 
Antilles -based funds, who have 
the option to plough back more 
than Slbn of 1992 fund profits 
into new Soros investment 
vehicles. 

The deal is also significant 
because of the interest Mr Soros 
is displaying in the north Ameri- 
can property market,- which has 
been severely depressed for two 
years because erf over-building in 
the 1980s. 14r Soros said now was 
a time of “great opportunity to 
be$n to assemble a prime portfo- 
lio- of commercial real estate at 
advantageous prices". 
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Our UK housing 
company, Wimpey 
Homes, has been 
voted British 
Housebuilder of the 
Year, 1993. 

This accolade, 
die only award 
to be judged by the 
buying public, 
is for quality, • 
service and reliability. 
These values run 
throughout the 
Wimpey Croup's 
businesses, 
in Contracting, 
Minerals, Technology, 
Property and, 
of course, Homes- 
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NEWS: INTERNATIONAL 


German relief flights halted after coming under fire | More cautious 


GERMANY will halt all relief flights 
to Sarajevo until further notice 
because one of Its airplanes was shot 
at over Croatia yesterday, according 
to the Defence Ministry, Ariane Genii- 
lard writes from Bonn. 

Mr VoLker Rtihe, defence minister, 
will consider resuming aid flights 
only after German experts, who Dew 
yesterday to the Croatian capital 
Zagreb, concluded their investiga- 
tion, Air Jorg-Jost Schattenberg, the 
ministry spokesman, said. 

A C-160 Transsan flying to Sarajevo 
from Zagreb was shot at over the 


Croatian town of Kartovac but man- 
aged to land safely. 

One crew member was Injured but 
Is now out of danger after being oper- 
ated on in a military airport in 
Zagreb. 

Mr Schattenberg said the UN High 
Commissioner for Refugees had 
decided that no relief flights would 
be conducted out of Zagreb today but 
that they would instead fly ant of the 
coastal city of Split in southern Croa- 
tia. 

Relief flights to the beseiged city of 
Sarajevo were temporarily stopped 


last September and November after 
three western aircraft were shot at 
Laura Silber, in Zagreb, adds; Croatia 
U calling for Nato forces to back up 
the 14, 000-strong UN Protection Force 
In disputed Serb enclaves of Croatia, 
whose one-year mandate expires on 
February 20. 

A Croatian document Issued on 
February 3 states: “Croatia suggests 
that in the near future UN forces on 
the territory of the republic of Croa- 
tia should be assisted by Nato naval 
and air forces, whose major task 
should be to provide air cover and 


Bosnia mediators 
hope for US backing 


essential and logistical support. 

“That will supply Unprofor with 
the strong military capability and 
authority.” 

The proposals reflect Croatia's 
exasperation with its failure to gain 
control over more than one-quarter of 
Croatian territory* 

Serb mil Mm have refused to dis- 
band, in violation of the UN plan. 
They have blocked the return of refu- 
gees, while continuing to drive oat 
non-Serbs under the noses of UN 
peacekeepers. 

But the revised plan also reveals 


* 


Croatia's backing of a military option 
- rather than a political solution - 
following Its first military offensive 
across ON lines. 

Western diplomats dismissed as 
unrealistic the proposal for the resto- 
ration within seven months of Croat 
government control over the Serb- 
held territory. 

As 3-$m Croats were doe to cast 
their ballots in municipal elections, 
Croatian and Serb rebel forces yester- 
day exchanged artillery and rocket 
fire in the Dalmatian hinterland n e ar 
Zadar, the Adriatic port 


approach by new 
EC environment 
commissioner 


INTERNATIONAL mediators 
working for a peace settlement 
in Bosnia are heartened by sig- 
nals Cram Washington that the 
new US administration may be 
prepared to back a modified 
version of their plao rather 
than rejecting it altogether. 

Having criticised the plan 
drawn up by Mr Cyrus Vance, 
representing the United 
Nations, and Lord Owen, the 
European Community's repre- 
sentative, for supposedly (ail- 
ing to guarantee the Bosnian 
Moslems' rights, President Bill 
Clinton is due to announce the 
US's own proposals this week. 

However, the mediators 
believe there is now much 
more common ground between 
them and the US than at first 
appeared. They are particu- 
larly relieved by indications 
that Washington appears to 
have abandoned any idea of 
direct military intervention in 
Bosnia and has come round to 
a negotiated solution, albeit 
one that could be backed up by 
force if necessary. The US pol- 
icy rethink was “going in an 
encouraging direction", a Brit- 
ish official said yesterday. 

One of the main reservations 
about the Vance-Owen plan 
expressed in Washington, 
other than that It “rewards" 
the Bosnian Serbs for their pol- 
icy of ethnic cleansing, is that 
even if it is signed by all the 
warring parties, there are not 
sufficient guarantees that it 
will be properly implemented. 

That reservation has been 
taken on board by the media- 
tors, who would welcome sug- 
gestions from the US on how 
the implementation of the 
plan, particularly the control 
of heavy weapons, could be 


given more teeth. In his talks 
with the mediators over the 
week-end, Mr Haris Silajdzic, 
the Bosnian Moslem foreign 
minister, again underlined the 
need for an effective weapons 

control system. 

> 

Washington now 
appears to favour a 
negotiated solution, 
Robert Mautfuier in 
New York and Quentin 
Peel in Munich report 

Among the proposals under 
discussion, botti at the UN in 
New York and in Washington, 
are the use of air power to 
destroy artillery and other 
heavy weapons that any of the 
warring parties refuse to place 
under UN supervision. Such 
operations could be organised 
by Nato's air command, 
although formally under the 
UN umbrella. It is also clear 
that, if the US plan is to be 
taken seriously, it would have 
to be backed up by the promise 
of ground troops to help in the 
peacekeeping and peace 
enforcement operations. 

One of the main criticisms of 
US policy on the Bosnian con- 
flict voiced at the UN is that it 
has been big on words and 
short on concrete contributions 
to peacekeeping operations. 

The use of Nato as a surro- 
gate for the UN would be 
designed to meet traditional 
American objections to placing 
US troops under UN command. 

Mr Les Aspin, US secretary 
of defence, confirmed yester- 
day at the annual Munich secu- 
rity conference in Germany 


that the US believed Nato had 
a role to play. 

“Europe and the alliance are 
not secure if we foil to bring 
the full force of our Influence 
to bear in contributing to a res- 
toration of peace,” he said. 
Another proposal reportedly 
being discussed is an interna- 
tional tribunal to try war 
crimes in the former Yugo- 
slavia, a move which would be 
welcomed by the mediators. 

When Lord Owen first made 
such a proposal at the meeting 
of the enlarged steering com- 
mittee of the Yugoslav peace 
conference in Geneva last 
December, none of the 32 for- 
eign ministers present formally 
endorsed it. 

Before submitting their plan 
to the Security Council today, 
the mediators attempted to 
persuade, without success, one 
or two of the warring parties to 
give up to the Bosnian Mos- 
lems some of the territory allo- 
cated to them under the plan 
to divide the country into 10 
semi -autonomous provinces. 
The Moslems, for their part, 
continued to reject the pro- 
posed map, in the knowledge 
that they could count on the 
US administration's support 

In anticipation of the 
announcement by the US of its 
proposals for a Bosnian peace 
settlement, the Security Coun- 
cil’s meeting today will take 
the form of informal consulta- 
tions. Apart from the US, all 
other permanent members of 
the Council (Russia. China, 
Britain and France) support 
the Vance-Owen plan. But 
among the non-permanent 
members, three Islamic states. 
Pakistan, Morocco and Dji- 
bouti, are opposed. 
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By Bronwen Maddox 

In London and 

David Gardner in Brussels 

“CONTROLLING carbon 
dioxide is a very long-term 
project - it will certainly not 
be finished by the end of the 
year. Beyond that it is bard to 
guess what happens,” says Mr 
Ioannis Paleokrassas, the new 
EC environment commissioner. 

Mr Paleokrassas describes 
this judgment as “realistic”, 
but It is likely to be controver- 
si al. Proposals for a combined 
carbon and energy tax to com- 
bat tbe threat of global 
warming are among the most 
ambitious and well-publicised 
of EC environmental policies. 
There is also a view that the 
appointment of the former 
Greek finance minister is a sig- 
nal of downgrading the impor- 
tance of environmental issues 
within the European Commu- 
nity. 

While he rejects that view, 
his cautious approach con- 
trasts with that of his best- 
known predecessor, Mr Carlo 
Ripa di Meana, who was cred- 
ited with putting environment 
policy on the EC map. 

The commission is looking at 
ways of rebalancing the pro- 
posed carbon and energy tax so 
it falls more heavily on trans- 
port and less on energy genera- 
tion than early versions. 

However, the main obstacle 
the proposals face Is the doubt 
whether other industrialised 
countries will take similar 
steps, although Mr Paleokras- 
sas is “encouraged” by state- 
ments from the new US admin- 
istration and from a recent 
high-level Japanese visit to 
Brussels. Because of the diffi- 
culties, he says he would be 
happy to see a longterm place 



Nation awaits an 
administration 


A Sarajevo Bosnian mourn his wife, killed in shelling three days ago 


Greek Cypriots go to polls I Joblessness rising in EC 


By Kerin Hope in Nicosia 

GREEK Cypriots voted 
yesterday in the first round of 
a presidential election that 
amounts to a referendum on 
United Nations proposals for 
reuniting the Greek and Turk- 
ish communities on Cyprus. 
But with none of the candi- 
dates likely to win an outright 
majority, the election will be 
decided next Sunday in a sec- 
ond ballot between the two 
front runners. 

Mr George Vassillou, the 
incumbent who helped negoti- 
ate the UN “set of ideas”, con- 
fronts a strong challenge from 


Mr Glafcos Clerides, a veteran 
right-wing political leader. Mr 
Clerides distanced himself 
from the UN discussions in the 
run-up to tbe elections, argu- 
ing that the proposals would 
prove unworkable in practice. 

However, Air Vassillou, run- 
ning as an independent with 
support from the Island's still 
powerful Communist party, 
denies having given away too 
much at the UN. 

The third contender, Mr Pas- 
cbalis Paschalides, a political 
newcomer backed both by the 
Socialist and Centre parties as 
well as the influential Ortho- 
dox church, trails well behind 


in the opinion polls. He 
denounces the “set of ideas" as 
handing too much to the Turk- 
ish Cypriots. 

The proposals follow earlier 
UN plans for reuniting Cyprus 
as a federated state with 
Greeks and Turks living in sep- 
arate zones. But the Greek 
Cypriots have two main fears: 
that they would not be able to 
secure the return of all Greek- 
owned property in the Turkish 
zone in the north of the island, 
occupied In 1974 by Turkish 
troops; and that the Turkish 
Cypriot minority would be able 
to block the political process in 
a federated system. 


By Emma Tucker, 

Economics Staff 

UNEMPLOYMENT has risen in 
most regions of Europe, but 
the most striking increases 
have been in areas of Spain 
and southern England. 

Eurostat, the European Com- 
munity's statistical office, raid 
rising unemployment in Spain, 
Greece, Ireland and the UK 
were the main forces behind 
tbe overall rise in EC unem- 
ployment. 

The figures, winch measure 
the increase in unemployment 
in the year to April 1992, take 
no account of the recent grave 


deterioration in employment 
levels across the Community. 

Unemployment in the EC 
rose from R5 per cent in April 
1991 to 9i per cent in April 
1992. The areas worst affected 
were Campania, Basilicata and 
Sicily in southern Italy and 
Andalucia, Extremadura, 
Ceuta y Melilla and the Canary 
Islands in Spain. In these 
regions the jobless total was 
more than 20 per cent 

It was below 5 per cent in 
southern Germany, parts of 
northern Italy - Lombardia, 
Trentino-AIto Adige, Veneto 
and Emilia Romagna - and 
Portugal. Luxembourg 


recorded the lowest rate of 
unemployment. 

For the community as a 
whole, female unemployment 
rose by 1L5 per cent, compared 
with 8 per cent for men. But 
female unemployment was 
lower than the male rate in 
Hamburg, and every part of 
the UK other than the North of 
Scotland. 

Regional differences were 
most marked for the under-25s. 
In some regions of Germany 
the rate was 2-3 per cent, while 
In many Spanish and It alian 
regions ft was over 30 per cent 

The figures came from the 
EC Labour Force Survey. 


the US election. President Bill 
Clinton is still struggling in his 
attempts to install an adminis- 
tration in Washington. 

The elimination of Judge 
Kimba Wood on Friday night 
aa a candidate for the post of 
attorney general has left the 
Justice Department - argu- 
ably one of the federal depart- 
ments most in need of renewed 
leadership - rudderless. 

And although all of Mr Clin- 
ton’s other cabinet secretaries 
have won confirmation from 
the Senate and started work at 
their departments, only three 
of the 14 deputy secretaries 
have been confirmed - and 
these, at State, Treasury and 
Veterans' Affairs, axe the only 
deputies selected by Mr Clin- 
ton and announced at the same 
time as their cabinet superiors. 


Italy reduces 
banks’ reserve 
requirements 

By Haig Simonlan In Milan 

THE Italian government has lowered the 
proportion of funds commercial banks have to 
deposit with the Bank of Italy, to try to reduce 
the country’s high borrowing costs. 

However, the decision to cut obligatory 
reserve requirements was greeted cautiously by 
bankers at the weekend, amid warnings that 
interest rates would not come down immedi- 
ately. 

The move lowers to an average 17.5 per cent 
from 22.5 per cent the proportion of deposits and 
short-term certificates of deposit commercial 
banks have to place with the central bank. The 
reserve requirement is one of the highest in the 
western world, and has often been blamed for 
contributing to Italy's high interest rates and 
low bank profits. 

The move, long sought by bankers, follows 
last week's 0.5 percentage point cut to 11.5 per 
cent in the Bank of Italy's discount rate, and is 
a further response to growing recessionary pres- 
sures in the economy. As unemployment rises, 
industrialists have been demanding lower inter- 
est rates to stop output being stifled. The deci- 
sion to cut reserve requirements, under discus- 
sion for some time, follows a similar move by 
Germany last month. 

The cut in the reserve requirement will create 
about Ll5,000bn (£&7bn) in additional liquidity 
for commercial banks. A further L5,000bn 
should be' freed by mid-March as a result of a 
reduction to 10 per cent from 22.5 per cent in the 
proportion of funds which banks raise from cer- 
tificates of deposit of over 18 months’ maturity 
and place with tbe Bank of Italy. 

However. Mr Tancredi Bianchi, the chairman 
of the Italian Bankers* Association, warned that 
no cut in lending rates would lake place for 
some weeks. Other bankers, who have cut lend- 
ing rates by between 05 and 1 point in response 
to the discount rate reduction, said their room 
for manoeuvre was restricted by the falling 
growth rates for deposits and by the Bank of 
Italy's decision to cut by half a point the inter- 
est rates its pays on the reserve placed with it. 


Madrid hints at 
fall in interest 
rates this week 

By Peter Bruce In Madrid 

THE Spanish government has hinted that 
official interest rates in the country may fall in 
the next few days following the reduction In 
German interest rates last week. 

Mr Carlos Solchaga, finance minister, said at 
the weekend that while it was up to the Bank 
of Spain to decide whether to trim its official 
Intervention rate from 13.25 per cent this week, 
sharp falls in Spanish interbank rates after the 
German cuts meant the market was already 
discounting a Spanish cut 

Hie government, which in this election year 
Is under pressure to stimulate an economic 
recovery, would welcome any help from the 
Bank of Spain. 

Mr Solchaga announced at the weekend that 
the economy had grown just 1.2 per coat last 
year. The minister believes that, at best, gross 
domestic product will grow 1 per cent in 1993. 

Air Solchaga said unemployment had risen 
from 165 per cent to 185 per cent last year, 
badly missing the target contained in Spain's 
plan to converge its economy with leading 
countries of the European Community. The 
plan had aimed at GDP growth of 3 per cent for 
1992. 

Adding farther evidence to fears that Spain 
may actually have entered a recession In the 
last few months of 1692, Mr Solchaga said fixed 
capital formation had fallen 2.7 per cent for the 
year, rather than rising 3J2 per emit rise as 
initially forecast Fixed capital formation fell 
rapidly in the second half of 1992, by 4.1 per 
cent 

Despite triumphant sniping from political 
critics, however, the government believes it has 
a real chance of ending tlds year with a recov- 
ery under way. Economic stagnation and the 
early implementation of tax increases in 1992 
should hold prices well in check tiffs year, 
making significant interest rate cuts possible. 

The government has also taken some heart 
from figures showing it managed to hold the 
general government deficit to 4.4 per cent of 
GDP last year. 


Tom Burns on conservative opposition leader Jose Maria Aznar 


Spain’s new 
generation 
seeks power 


C ONSERVATIVE opposi- 
tion leader, Mr Jose 
Maria Aznar. 39, dis- 
misses Socialist Prime Minister 
Mr Felipe Gonzalez, 50 next 
month, as an old man. 

“it is my generation's turn,” 
says Mr Aznar. who was re- 
elected leader of the opposition 
Partldo Popular yesterday at 
its keynote national conven- 
tion in Madrid on Friday. 

Months ago such remarks by 
the slightly built Mr Aznar, 
who will lead his party into 
elections before the year is out, 
prompted derision. It was 
unthinkable that the person- 
able Mr Gonzalez, in power 
since 1982 and a European 
statesman of stature, could be 
challenged by the likes of him. 

But with the economy stag- 
nant and the ruling Socialists 
buffeted by corruption scan- 
dals and divided internally, 
Spanish voters are less enthu- 
siastic about Mr Gonzalez than 
they were. 

The latest opinion poll puts 
Mr Aznar's party just 3.5 
points behind the Socialists, 
with 3&2 per cent of the vote 
against 36.7 per cent. In the 
1989 elections, the PP trailed 
the Socialists by 14 points. 

Mr Aznar, who was led the 
PP since April 1990, says that 
the weekend's congress In 


Madrid will mark the “trans- 
formation of the centre-right in 
Spain". 

In less than three years the 
patriarchs of the Spanish right, 
most of whom shared uncom- 
fortable Francoist back- 
grounds, have been pensioned 
off, and Mr Aznar runs the PP 
with a circle of loyalists in 
their 30s. 
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M r Aznar has jetti- 
soned the paternal- 
ism and the liking 
for state intervention which 
marked the Franco period and 
which formed the basis of con- 
servative thinking when 
democracy returned. 

Mr Aznar says the party has 
undergone an “ideological ren- 
ovation" and been brought 
round to market-driven eco- 
nomics. He believes Spain’s 
centre-right has fashioned a 
modem programme for change 
and market-oriented policies 
will help pull the economy 
round. 

The 2J500 party delegates will 
this weekend endorse policy 
calling for deregulation and 
privatisation. Previous conser- 
vative electioneering was 
largely confined to calls for 
law and order and to warnings 
that national unity was threat- 
ened by separatists. 



Jose Maria Aznar: ‘People are feeling disillusioned' 


The PP’s emphasis on the 
economy and its pledges to 
reduce interest rates come at a 
when lay-offs and receiverships 
dominate the news. Mr Aznar, 
a tax Inspector by profession, 
is also promising a tax freeze 
before an overhaul of the taxa- 
tion system, with changes to 
capital gains tax and death 
duties among others. 

Once seen as the representa- 
tives of the old order and 
encased in nostalgia, the con- 
servatives under Mr Aznar are 
bidding to take the banner of 
change and modernity from 
the Socialists. 

"PP voters are mostly young, 
independent and urban dwell- 
ers," says Mr Aznar. He 


charges that the Socialists are 
backed by the rural areas, by 
those with little access to infor- 
mation and by those dependent 
on the state such as pension- 
ers, the unemployed and pub- 
lic-sector workers. 

“The socialists cannot mod- 
ernise Spain with that sort of 
constituency." 

General elections arc not 
likely until October, but Mr 
Aznar has been campaigning 
for months. “With every trip I 
become mors convinced that 
Spain is on the threshold of an 
Important change. 

“People are feeling very low 
and disillusioned, they are call- 
ing out for something differ- 
ent" 


has even been nominated. 

Candidates for these posi- 
tions, as well as appointees 
who have already been coo- 
firmed, will now face addi- 
tional scrutiny over whether 
they ever employed an illegal 
alien in their households, or 
neglected to pay tbe appropri- 
ate social security taxes - an 
obligation for an employee 
paid for than $50 in a quarter. 

Commerce Secretary Ron 
Brown acknowledged yester- 
day that he had failed to pay 
social security taxes for a 
cleaner, and two candidates for 
governor of New Jersey have 
been torpedoed by the “nanny 
question", which seems likely 
to replace youthful marijuana 
smoking as the most fashion- 
able test for political fitness. 

Vice-President A1 Gore, trade 
representative Mickey Kanlor 
and Texas Senator Phil 
Gramm, a likely candidate for 
the Republican presidential 
nomination in 1996, all denied 
yesterday they had any prob- 
lems with domestic help. 

New US administrations are 
always beset in their early 
months with tales of disarray 
as they attempt to fill the 9JM 
federal positions open to politi- 
cal appointees, including 
800-800 posts with significant 
policy-making roles. 

It is no surprise that tbe 
Democrats, returning to power 
after 12 years out of office, 
have faced the same problems- 

This is little consolation, 
however, for the businesses, 
agencies, foreign governments 
and citizens who have to deal 
with an administration operat- 
ing on autopilot. 
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for nuclear power, which does 
not emit carbon dioxide, along 
with greater use of natural gas. 

He acknowledges too some of 
the problems of enforcing tbe 
200-odd environmental direc- 
tives enthusiastically passed 
by Brussels in tbe past two 
decades. The new standards on 
drinking and bathing water ate 
proving particularly expensive 
for some countries to meet UK 
water companies say that 
around half of their present 
£45bn ($68bn) investment pro- 
gramme Is prompted by the EC 
rules. 

To help poorer countries 
comply he wants to turn to tbe 
new cohesion fund created by 
the Maastricht treaty, intended 
to help Spain. Ireland, Portugal 
and Greece to fill In missing 
“links” in European transport 
networks and to meet EC envi- 
ronmental standards. However, 
those countries have so far 
shown more interest In using 
the money to build roads - a 
further environmental head- 
ache, as transport emissions 
are already the fastest growing 
type of air pollution. 

He is resigned bo the envi- 
ronment getting the smaller 
share of the cohesion fund: Tf 
30 per cent [of the fund] went 
purely to environment I would 
be happy.” Even that share - 
which some believe Is unlikely 
- is a small sum: only BcuSra 
(S6.2bn) spread over seven 
years. 

He is optimistic, however, 
about some of the lower-profile 
EC projects such as eco-label- 
Ung and eco-audlting, arguing 
that “these make it profitable 
for Industry to promote the 
environment", and that even- 
tually "environmental busi- 
nesses may provide a stimulus 
to growth”. 


By George Graham At the departments iff Agri- 

in Washington culture. Energy, Health and 

Human Services, Interior and 
THREE months after winning Justice, no deputy secretary 
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NEWS: INTERNATIONAL 


Hong Kong 
attacks EC 


on dumping 


By David Dodwell 

A EUROPEAN Com in unity 
investigation into alleged 
dumping by Hong Kong com- 
puter disc manufacturers can- 
not be substantiated, and 
should be terminated, argues a 
Hong Kong government study 
submitted to the EC today. 

The Hong Kong challenge 
comes at a time of mounting 
concern over a " contagion" of 
dumping actions, as companies 
pressed by recession, and lack- 
ing protection behind high tar- 
iff walls, see anti-dumping 
laws as powerful weapons 
against foreign competitors. 

Recent EC dumping actions 
against East European steel- 
makers, and US actions against 
steel imports and threatened 
actions against vehicle 
imports, have raised fears of 
international trade conflict 

The Hong Kong study chal- 
lenges the dumping complaint, 
lodged four months ago by the 
Committee of European Dis- 
kette Manufacturers (Diskmal, 
saying the calculations of sup- 
posed dumping are flawed; that 


there is no evidence that Euro- 
pean diskette makers have 
been in any way injured by 
Hong Kong imports; and th»$ 
Diskma is not representative of 
European industry, accounting 
for 38 per cent of EC output. 

The Diskma complaint was 
brought by Beltadisk and Com- 
puter Support, both from Italy. 
Boeder of Germany, Rhone- 
Poulenc of France and Sentinel 
of Belgium. 

The Hong Kong report chal- 
lenges the use of costs in 
Japan and China to “con- 
struct" the costs of Hong Kong 
manufacturers. It says that, by 
using this data but varying the 
selection, results could show 
anything from a dumping mar- 
gin of 86 per cent and overpric- 
ing of 30 per cent 

It complains that the investi- 
gation has had a “severe 
harassment effect on trade." 
cutting .exports which peaked 
at HK$196m ($2S.5m) in 1991 to 
about HK$120m last year. In 
contrast. EC output of dis- 
kettes has grown ll-fold. from 
6.4m units in 1987 to 74.4m 
units in 1991. 


Expectant hush 
in barrier-free 


Community 

Information is awaited on its 
progress, writes Andrew Hill 



IT is just over a 
month since 
the European 
Community 
abolished most 
of its internal 
barriers to free 
movement of 
goods, people, 
capital and ser- 
vices. and the 
single market 
is quiet - too 
“At the moment it is a 
rat of silence, but there 
rate a point when we will 
erwbelraed by good or 
e bad news." said Mr 
ro Vanni d'Archirafi, the 
ntemal market commis- 
, last week. 

Vanni d’Archirafi meets 
itemnl market ministers 
in Brussels, for the first 
since the Community 
I its January l deadline 
i barrier-free Europe, 
one will be asking each 
the same question: how 
oing? 

ieory, the proposed legis- 
work is almost done. Of 
12 measures in the origi- 
ns single market pro- 
ne. IS have not been 
l. As at the end of last 
i, member states had 
erred an average of 72 
rat of the adopted mea- 
iuto national law. 
iractice. it is difficult to 
iw the market is working, 
ic complaints - particu- 
about continuing pass- 
hecks at internal borders 
>e been notified to Brus- 

national officials respon- 
or the single market had 
first “consultative" meet- 
ast Tuesday and con- 
l there was no evidence 
roe circulation of goods, 
es and capital was being 
od. 

t said. Mr Vanni d Ar- 
i is eager to dispel the 
ssion that Brussels will 
rsuing a hands-off policy 
3s the single market dur- 
e first half of this year. 
Vanni d’Archirafi. 61. a 
p senior Italian diplomat, 
h-arlv taken aback by 
>u to 'his first press con- 
e last month, when he 
sted. there should be an 
ahi* or truce" on the sin* 
jrkut. 

comments gave the 
ssion there would be a 
or four-month “grace 
" in which the Commis- 
:ould turn a blind eye to 
remenLs of the markets 

■ules. and even ignore 
nments which dragged 
eet on implementation oi 
market directives. 

such, the new enmmu- 
■\ stance was roundly 
i Sl .d by the European 
•ss community, which is 
g on the Commission to 
- tli.it governments tnms- 
EC directives into 
,al law and enforce them, 
as Mr Vanni d'Arcninui 
mid last week, this was 
ic sipial he wanted to 
it all “As Taras transpo- 
is concerned there will 
mercy." he said. 
ctiimnissiiMier sa>s tne 
ninths of tltc market mu 
ent gathering up"** 
and preparing what he 


describes as a “master plan" 
for enacting some of last year’s 
Sutherland committee recom- 
mendations on how to make 
the single market work. 

The real test will come when 
genuine cross-border com- 
plaints start to feed back 
through the Community net- 
work. Mr Peter Sutherland, the 
former commissioner who 
headed thu committee on 
implementation of the market, 
has warned that member states 
may try to abuse the principle 
of subsidiarity, by claiming 
that in certain areas of the sin- 
gle market Brussels is tinker- 
ing with the responsibilities of 
national governments. 

But Mr Vanni d'Archirafi 
says Brussels will have no hes- 
itation in following up abuse of 
market rules. "The Commis- 
sion has to be guardian of the 
construction [of the single mar- 
ket] - and here I’m referring 



Vanni d’Archirafi: talks today 


osition of directives in 
r," he says. “The goal 
be deliberately soft or 
e goal is to make sure 
e market works." 
al representatives are 
rying to consolidate a 
of contact points to 
pie transmit difQeul- 
the new area of free 
nt to the relevant 

fhen it comes to pass- 
es is the new commis- 
kely to take a more 
line. Mr Vanni d’Ar- 
ays he is sympathetic 
iroblems all member 
ow have with lifting 
on travellers within 

especially at airports. 
; out that architects of 
le market never fore- 
increase in immigra- 
,m eastern Europe 
i 1985 and 1986. they 
legislation to abolish 
checks 3t internal 
jy January I 
nni d Archiraft wants 
[ confrontation with 

states, but he also 

0 persuade them to 

•udlines" of the end of 
■ the abolition of all 
on internal land bor- 

1 the end of December 
i and airports. As for 
ansigence of Britain, 
isputes the Commis- 
Lerprctation of the law 
its to retain passport 
Ar Vanni d'Archirafi is 
; to inflame the situa- 

ivitt try not to let the 

{between the UK and 
ital member states] 
jiwiter/ he says. 


Japan ready to come out fighting 

Michiyo Nakamoto and Charles Leadbeater on Tokyo's attitude to its trade surplus 


J APAN is braced for 
another potentially grim 
season of trade friction 
with the US. But this time 
there will be a difference: 
Japan seems set to come out 
fighting. 

There is a growing feeli n g 
among senior Japanese hade 
officials that the issue of 
Japan’s trade surplus with the 
US needs a fundamentally dif- 
ferent approach. It is an 
approach which could well be 
at odds with that of the Clin- 
ton administration. 

The US and Japan have a 
long history of trade talks to 
draw lessons from - from the 
initial measures to open the 
Japanese market to leather 
and tobacco Imports in the late 
1970s to the elaborate Struc- 
tural Impediments Initiative in 
the late 1980s. 

The lesson drawn by some 
senior officials in the Clinton 
administration, such as Ms 
Laura Tyson, the chairwoman 
of the Coancil of Economic 
Advisers, is that there should 
be a renewed drive to open up 
specific Japanese industries to 
competition. The Japanese 
want to go In the opposite 
direction. Japanese officials 
reject an industry -by-industry 
approach. Instead they want to 
focus on the macroeconomic 
causes of the trade imbalance , 
primarily Japan’s sluggish 


demand for imports and the US 
fiscal deficit 

This difference is not new. 
But what is unusual is the 
assertiveness with which Japa- 
nese officials are prepared to 
defend it As director-general 
of the Ministry of International 
Trade and Industry's interna- 
tional trade policy bureau, Mr 
Sozaburo Okamatsu Is one of 
the most senior bureaucrats to 
express publicly Japan's 
unhappiness with the market- 
specific approach favoured by 
the US. 

He argues that an attempt to 
correct the trade imbalance by 
insisting that US companies 
ought to attain a certain share 
of specific markets in Japan is 
not the right solutionif the US 
insisted on such an approach, 
the Japanese would talk, but 
with little enthusiasm. Mr Oka- 
matsu said: “We completely 
reject that sort of approach to 
set some market share. We do 
not want to proceed down that 
road.” He is careful not to label 
the new Clinton administration 
“protectionist’*. The imposition 
of US anti-dumping duties on 
steel imports, he says, was a 
procedure rather than a sign of 
US policy thinking , with only 
a handful of key US posts 
filled, it was too early to tell 
what the administration’s 
approach win be. 

Nevertheless, as protection- 


ist pressures mount on the 
Clinton administration, and 
with legislation before Con- 
gress to raise import duties on 
minivans and revive the Super 
301 trade sanctions, Mr Oka- 
matsu admits: “Right now we 
have great concerns about the 
new administration in the US." 

Japan's response to such 
measures would be more asser- 
tive than in the past, Mr Oka- 
matsu indicated. K Super 301 
was invoked to impose unil- 
taeral sanctions against Japa- 


nese exports to the US, Japan 
would retaliate. Japan would 
first seek a Gatt r uling on the 
Super 301 provisions and, if 
Gatt ruled in its favour, would 
withdraw tariff and tax conces- 
sions to US imports. 

As an alternative, Japan will 
propose a primarily macro-eco- 
nomic approach, with four 
main components: 

• Later this year the Japanese 
government will introduce an 
emergency spending package 
to stimulate the economy and 
boost imports. 

• Japan will help foreign busi- 
nesses to promote imports 


more vigorously. 

• The government is planning 
to ease the recycling of Japan's 
export earnings through higher 
overseas development aid and 
support for Investment over- 
seas by Japanese companies. 
The target will be more than 
SSQbn over the next five years. 

• Persuade the US to address 
its macro-economic position, 
particularly its fiscal deficit. 
“We have asked the US. via the 
SII talks, to change the fiscal 
position.” Mr Okamatsu said. 


“But the situation is getting 
worse and worse, and so it is 
Impossible to affect the trade 
imbalance." 

He addes: “Resolution of the 
trade issue should be through 
mutual efforts." Although Mr 
Okamatsu is too polite to say 
so outright, the underlying 
message is that, so for, it has 
been a one-sided affair. 

Certainly, US- Japan trade 
relations have appeared to con- 
sist primarily of fire-fighting 
exercises. “The Japanese gov- 
ernment is tired of asking the 
same tilings from the US that 
it has been ashing for three or 


four years. In that sense we 
want a new approach,” Mr 
Okamatsu says. To break the 
sense of deadlock, Japan was 
likely to suggest that the long- 
running SU talks should be 
revamped. “They became much 
more detailed than we expec- 
ted." he says. “We wanted 
them to focus over larger 
structural issues." 

Mr Okamatsu favours setting 
up a bi-partisan panel of 
experts to address the trade 
imbalance. Only if that were to 
conclude that importers into 
Japan faced obstacles in spe- 
cific sectors would there be a 
case for more detailed talks. 

Japan also wants its talks 
with the US on the bilateral 
trade relationship to take place 
in the context of discussions 
on global issues such as mea- 
sures to stimulate the world 
economy. 

It may be wishful thinking 
for the Japanese to hope the 
US will adopt the kind of 
approach Japan is likely to 
propose. Tokyo’s new found 
assertiveness over trade policy 
is certainly an attempt to influ- 
ence the shaping of the Clinton 
administration's policy. But it 
could be more than simply a 
signal If the US does propose 
an industry-by-indastry 
approach to trade talks, this 
could be met with a much 
firmer response than before. 


Belgium 
opts for 
federal 
state 

BELGIUM'S parliament has 
approved wide-ranging reforms 
to transform the country into a 
federal state and devolve more 
powers to its regions, writes 
Andrew HU1 in Brussels. 

But the vote - a majority of 
only two - is unlikely to end 
the acrimonious debate about 
whether constitutional reform 
heralds a split between Flem- 
ish-speaking Flanders and fran- 
cophone Wallonia. The vote 
rewrites the first article of the 
constitution for the first time 
since Belgian independence in 
1830. Subject to approval in the 
upper parliamentary chamber, 
it now reads: “Belgium is a fed- 
eral state." 

The package of reforms, 
many which still have to be 
approved, will devolve respon- 
sibility for agriculture and for- 
eign trade to the regions, 
which include Brussels. 

Mr Jean-Luc Dchaene. Bel- 
gium's prime minister and a 
Flemish Christian Democrat, 
denied that a positive vote 
would precipitate the disinte- 
gration of Belgium. “I say 
clearly that this reform of the 
state does not lead to separat- 
ism but is truly based on feder- 
alism." he said. 


‘Right now we have great concerns about 
the new administration in the US' — 
senior Japanese trade policy official 


‘Prices exclude VAT at 17.5%. 



Now there’s nothing to stop you choosing 
a COMPAQ. With the new Contura range 
of notebook PCs, you get all the quality, re- 
liability and functionality you need, at a price 
you can afford to pay. 

For a start, they weigh just 6-2Ibs, yet are 
heavyweight enough to run Windows' ■ -based 
software and other demanding business 
applications. 

But the Conturas don't 
stop there. Each machine 
provides 5 hours battery 
life, a bright, easy to read 
display plus ‘hot keys’ 
for quick access to frequently used functions. 

You can put a COMPAQ Conmra notebook 
PC on your lap for as little as £995 (exc. VAT). 


Stops at nothing 

You can put a COMPAQ PC on your desk for 
even less. 

The new ProLinea range of desktop PCs 
start at £795 (exc. VAT). And, like their port- 
able counterparts, pull out all the stops. 

They’re powerful enough to run all 
manner of software from word processing 
and spreadsheets to databases and elec- 
tronic mail. Moreover, each 
machine comes equipped 
high resolution graphics 
for sharper, brighter visuals 
and expansion slots which 
enable you to connect 
your PC to an office-wide network. 

Both the Conturas and ProLineas are 100% 
Compaq designed, tested and engineered. 
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They’re also covered by a three year 
warranty. 

If you want an affordable PC that stops at 
nothing, start by getting more information. 
Either complete the coupon or call 
0800 444 044. Lines are open daily from 
Sam to Spin. 
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.Postcode — 


Telephone -- 
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We would like id advise you or future products and olTi-n. 
from Compnq. If you do not wish to receive these, pk-.v-v 
I tick here. D 

1 Plnw return this coupon to-. Compaq Computer Lid., 

j FREEPOST. 19 Warple Road, Loudon SW10 +YY. | 
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Chung faces 
charges over 
election funds 


By John Burton In Seoul 

MR Chung Ju-yung. flounder of 
the Hyundai business group, 
has been indicted on charges of 
illegal campaign funding and 
other alleged violations con- 
nected with his failed candi- 
dacy in last December’s South 
Korean presidential election. 

The indictment could force 
Mr Chung to leave politics if he 
is convicted, and may weaken 
or dissolve the United People's 
party (UPP), the opposition 
group he established one year 
ago today. 

Prosecutors have conducted 
a highly- publicised investiga- 
tion of Mr Chung's election 
activities in what is considered 
a government warning to the 
nation's large conglomerates 
against direct involvement in 
politics. 

The 77-year-old Mr Chung is 
the first Korean industrial 
leader to enter politics and 
challenge the government's 
tight control over business. 

The indictment is the culmi- 
nation of an is-month feud 
between the government and 
Mr Chung over his political 
activities. 

Mr Chung's presidential 
campaign is alleged to have 
illegally received more than 


WonSObn (242.7m) from Hyun- 
dai Heavy Industries (HHD, the 
group's shipbuilding unit. 

The government began 
investigating Mr Chung 
shortly before the presidential 
election on December 19 and 
the allegation contributed to 
his poor electoral performance, 
in which he finished third to 
Mr Kim Young-sam of the rul- 
ing Democratic Liberal party. 

Mr Chung Is also charged 
with forcing Hyundai execu- 
tives to work for the UPP and 
making slanderous statements 
against Mr Kim. He was also 
accused of beginning his cam- 
paign before the official period 
- campaigning is not permit- 
ted until 28 days before the 
election. 

Meanwhile, prosecutors are 
Investigating whether HHI has 
also bribed government offi- 
cials and bank executives. 

Both the UPP and the main 
apposition Democratic party 
charge that the government 
investigation against Mr 
Chung is biased as prosecutors 
are ignoring complaints about 
malpractices by the ruling 
party. 

The Indictment coincides 
with growing dissension 
within the UPP caused by the 
party’s poor showing. 


Bhutto’s husband bailed 


MR Asif All Zardarl, the 
husband of Pakistan's opposi- 
tion leader Ms Benazir Bhutto, 
has been released on bail after 
spending over two years In 
prison for charges including 
aiding an attempted kidnap, 
writes -Farhan Bokhari in 
Lahore. 

Mr Zardari’s release is 
widely viewed as part of an 
opposition-government rap- 
prochement in Pakistan, 
although both sides deny such 
moves. 

Other recent indications 


included a government-backed 
nomination for Ms Bhutto to 
chair the parliamentary com- 
mittee on foreign relations. 

Less than three months ago, 
Ms Bhutto led a public cam- 
paign to remove prime minis- 
ter Mr Nawaz Sharif s govern- 
ment on allegations of 
corruption. 

Although she failed, many 
politicians conceded that Mr 
Sharif s effort to liberalise the 
economy and was suffering 
from an image of a politically 
unstable country. 
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France returns to Indochina stage 

Mitterrand’s visit is aimed at restarting and opening up the Vietnamese economy 



tingent In the UN force and by 
attempting to sort out the con- 
fusion over a French-backed 
. • - P ]jan to have Prince Norodom 

Sihanouk elected president. 
t'J-Lj/i. Prince Sihanouk, supported 
by France and Russia, wanted 
to become president before a 


France, active in United Nations efforts in Cambodia, is seeking 
to extend its Indochinese economic ties 


Israeli 
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P RESIDENT Francois Mit- 
terrand plans to combine 
business in Vietnam and 
diplomacy In Cambodia during 
a five-day trip which will, 
according to his spokesman, 
mark France’s ’return to the 
Indochina stage." Mr Mitter- 
rand will tomorrow arrive in 
Hanoi for the first visit by a 
French president, and the first 
by a western head of state, to a 
united Vietnam. 

Perhaps the most eye-catch- 
ing occasion of his trip will be 
Wednesday’s visit to Dten Bien 
Phu, where French forces 
- now back to help the United 
Nations keep peace in neigh- 
bouring Cambodia - surren- 
dered to the Vietnamese after a 
long battle in 1954. The visit to 
Dien Bien Phu threatened to 
raise tricky protocol issues 
when It appeared that Mr Mit- 
terrand's hosts envisaged the 
French president paying hom- 
age to a Vietnamese war 
memorial there. 

Such an action would have 
raised hackles in France, and 
the Ely see has since made 
clear that Mr Mitterrand's 
motive in visiting the battle- 
field is historical and apoliti- 
cal. In any case, the president 
is unveiling a memorial to the 
French veterans of Indochina 
In France a week later. His 
main aim in Vietnam will be to 
help “restart and open up the 


By Alex Nicoll, Asia Editor 

MALAYSIAN investment in 
China totalled about M$2bn 
(£526 m) last year as industry 
sought to broaden its markets 
and reduce dependence on the 
US, Europe and Japan, Mr 
Anwar Ibrahim, Malaysia's 
finance minister, said at the 
weekend. 

He said in London he was 
not concerned that a substan- 
tial flow of investment into 
China might undermine invest- 
ment in Malaysia's develop- 
ment. Failing domestic invest- 
ment was the result of a 
strategy to expand into new 
markets, including China, Viet- 


economy", according to his 
spokesman, Mr Jean MusitellL 
France is already the third 
largest Investor in Vietnam 
alter Taiwan and Hong Kong. 

Paris' intention to increase 
economic links will be under- 
lined by the presence of Mr 
Serge Tchuruk, president of 
the Total oil company, and 


It will be the first visit 
by a western head of 
state to a united Viet- 
nam. David Buchan in 
Paris and Victor Mallet 
in Bangkok report 


other French businessmen and 
bankers. Last week EMC, a 
French mining and chemical 
company, said it had won per- 
mission to build a jam (£5-2m) 
cargo ter minal on the Thi Vai 
river near Ho Chi Minh City. 

France rapidly increased 
bilateral grants to Vietnam to 
FFrl85m (£22.8m) last year, 
according to Mr Musitelii, who 
also stressed Paris' support for 
Vietnam’s re-entry into the 
IMF. France would continue to 
press the US to be “more real- 
istic" and lift Its veto on Viet- 
nam's IMF application. Viet- 
nam’s communist government, 
cast adrift by Moscow after the 
collapse of the Soviet Union, is 
aiwimw to win new allies in 


nam and Africa. 

Mr Anwar said: “I don't 
think this a source of concern 
or major worry. Is it being 
done at the expense of invest- 
ment domestically? The 
answer is no. Does it actually 
affect in a small way invest- 
ments locally? Yes. But we 
have not taken any measures 
to curb or discourage invest- 
ments overseas." 

In common with Chinese 
communities in other Asian 
countries, ethnic Chinese com- 
panies and businessmen are 
looking to participate in the 
rapid growth of China’s econ- 
omy. 

“We encourage this trend. 


Europe and the US to counter- 
balance the commercial power 
of Japan and to help restrain 
Chinese expansionism. 

The Vietnamese and Cambo- 
dians, with no illusions about 
France's international Influ- 
ence, are much less sentimen- 
tal about the legacy of French 
colonialism in Indochina. 


We want penetration into new 
markets. We want to continue 
to have effective trading 
arrangements with China." Mr 
Anwar said. China was not 
competing for the type of 
investment which Malaysia 
was now seeking, Mr Anwar 
said. 

Mr Anwar said that he hoped 
to bring down inflation this 
year to 4 per cent from 4.7 per 
cent last year, and that he 
would be comfortable with 7 
per cent economic growth as 
this would help to contain 
inflation. But spending on 
infastructure could push 
growth nearer to recent levels 
of 8 to 9 per cent 


Baguettes are still served in 
Hanoi and Phnom Penh cafes, 
but English rather than French 
is the language of choice for 
businessmen and politicians. 

The focus of Mr Mitterrand’s 
trip to Cambodia, which begins 
on Thursday, will be to support 
the peace process both by visit- 
ing the 2^00 French army con- 


By Mark Nicholson In Cairo 
and Eric Watkins In Sanaa 

A SPATE of kidnappings and 
hijacks in Yemen has 
prompted the oil minister to 
ask the biggest foreign oil com- 
pany in the country to close 
down operations for the safety 
of its foreign staff. 

Mr Saleh Abu Bakr bln 
Hussainoun told executives of 
Hunt Oil, the US oil group 
which pumps 170,000 barrels a 
day of Yemen’s 200,000 b/d out- 
put, that increasing lawless- 
ness among same Yemeni 
tribes meant be could no Ion* 


UN-organised general election 
in May, ostensibly so that he 
could bring stability to Cam- 
bodia and mediate between the 
rival factions while a new con- 
stitution was prepared. 

The US, Britain and Austra- 
lia at first opposed a presiden- 
tial election, arguing It was not 
mentioned in the comprehen- 
sive Paris peace accords of 1991 
and could give Prince Siha- 
nouk too mnch power; when 
they reluctantly agreed. Prince 
Sihan ouk suggested he might 
not want to stand after alL 

French officials, accusing 
their western colleagues of 
lacking the necessary subtlety 
to deal with the complexities of 
Cambodian politics, are still 
backing the prince. "For 
France, Prince Sihanouk is the 
best [presidential] candidate, 
the man most likely to unite 
Cambodians and prepare a 
future coalition government," 
the Ely see official said. France 
co-chairs with Japan an inter- 
national committee to mobilise 
aid to Cambodia, and on a 
bilateral basis gave FFr63 m 
(£7.8m) in aid last year. 


ger guarantee the safety of Its 
300 expatriate employees. 

The oil minister’s request fol- 
lows an outbreak of gunpoint 
hold-ups of expatriates In 
Sanaa, the Yemeni capital, the 
kidnapping and release of a 
Japanese expatriate and the 
abduction on January 24 of Mr 
Mike Schmitz, a Canadian 
employee of Sterling Air Ser- 
vices. 

However Hunt Oil said it 
would continue operating. 

Mr Schmitz is still being held 
by a Yemeni tribe, apparently 
as a bargaining chip in a land 
dispute with the government 


anxiety 
at rising 
casualties 

By Hugh Camegy In 
Jerusalem 

SEVEN Palestinians were shot 
dead and more than 70 
wounded in the Israeli occu- 
pied territories at the week, 
end, the latest convulsion ina 
spate of violence that has 
undermined efforts to regener- u 

ate Middle East peace talks. * 

Left-wing ministers in the 
Labour-led coalition yesterday 
expressed concern over a 
sharp rise In casualties In the 
West Bank and Gaza Strip. Six 
people were shot dead by- 
troops In Gaza on Friday and 
Saturday, three when a car- 
load of armed, men was inter- 
cepted and three in protests 
that followed. 

One Palestinian was killed 
in Jerusalem last night They 
brought to 79 the number of 
Palestinians killed since the 
beginning of October last year 
and 38 since the expulsion of 
more than 400 alleged Islamic ,. 
militants in mid-December, W 

The figures include 10 chil- 
dren under the age of 15. Thir- 
teen Israelis have died in the 
same period. 

Palestinian leaders have 
refused to accept a US-bro- 
kered Israeli compromise 
allowing 101 of the deportees 
to return as sufficient for 
resumption of peace talks. 

They are demanding the 
return of all deportees and an 
end to deportations. Mr Yit- 
zhak Rabin, the prime minfy . 
ter, reiterated yesterday that 
Israel would retain the use of 
expulsions "In case of extraor- 
dinary situations”. The army 
brought five ill deportees back 
to Israel yesterday from a Leb- t 
anese hospital. « 

• Two Palestinian reporters j 

working for Reuters were j 

arrested by Israeli soldiers in 
Gaza yesterday while covering 
unrest. 

Officials said the two, 
repeatedly arrested in the 
past, were suspected of Incite- 
ment, but their colleagues 
alleged harassment 


Malaysia broadens markets 


US oil group in Yemen 
warned of risk to staff 


INTERNATIONAL ECONOMIC INDICATORS: MONEY AMP FINANCE 

This table shows growth rates for the most widely followed measures of narrow and broad money, a representative short- and long-term Interest rate series and an average equity market yield. All figures are percentages. 


■ UNITED STATES ■ JAPAN ■GERMANY ■ FRANCE ■ ITALY ■ UNITED KINGDOM 



Strmm 

Ham, 

tun 

Brood 

■boar 

(WJ 

Start 

burnt 

tab 

im 

Heart 

tab 

filter 

Matat 

VKM 

H g 

BreoS 

(inTa* 

Start 

bund 

tab 

teat 

Mamt 

tab 

fi teb 

UM 

VMM 

Nnw 

Hunt 

(111) 

State 

Hour 

9") 

Start 

Heart 

tab 

Leas 

Und 

tab 

tab 

HdM 

VKM 

Mm* 

«0M» 

m 

turns 

■tear 

w 

Sort 

btam 

tab 

Lmf 

Metal 

tab 

£2 

TUM 

tarns* 

Mtaf 

m 

State 

b*i 

ill 

ioag 

Heart 

tab 

S«te» 

KeM 

Ibid 

iff 

Urate 

IlflMf 

ill 

Ung 

Heart 

tab 

Eta* 

Matat 

VMd 


1985 

9.0 

89 

8.00 

10.59 

n.a- 

5.0 

8.4 

6.62 

6.51 

n.a. 

4.3 

5.1 

5.45 

6.94 

nA 

6.2 

7.4 

10.03 

11.74 

n.a. 

132 

13.5 

14.34 

13.71 

n.a. 

4.7 

132 

12.32 

11.03 

n.a. 

IMS 

1986 

13.5 

6.3 

6.49 

7.67 

3-43 

0.9 

8.7 

5.12 

5.35 

0.B4 

10,0 

8,3 

4.S4 

5,90 

1.79 

B.9 

6.8 

7.79 

8.74 

265 

10.5 

82 

13.25 

11.47 

1.41 

4.0 

153 

11.02 

9.97 

4.35 

IM 

1987 

11.6 

6.5 

6.82 

8.39 

3.12 

10.5 

10.4 

4.15 

4.64 

0.55 

9.0 

7.3 

4.03 

6.14 

221 

4.1 

1(M) 

826 

9.48 

275 

10.4 

9.8 

11.32 

10.58 

1.94 

4.7 

14.8 

9.77 

9-52 

3.80 

1W 

1988 

4.3 

5.2 

7.85 

8.84 

3.61 

8.4 

11.2 

4.43 

4.77 

0.54 

9.7 

6.4 

4,34 

6.46 

261 

4.0 

8.6 

7.94 

9.08 

3.09 

7.8 

6.9 

1124 

10.54 

2.71 

6.8 

17.0 

10.41 

9.69 

4.48 

1W 

1989 

1.0 

3.9 

8.99 

8.49 

3.43 

4.1 

9.9 

5.31 

5.22 

0.48 

6.3 

5.7 

7.11 

6-94 

222 

8.0 

9.5 

9.39 

8.79 

2.88 

7.1 

a .2 

1241 

11.61 

246 

5.9 

17.5 

13.96 

10.30 

4.36 

IM 

1990 

3.7 

5.3 

8.06 

8.54 

3.60 

26 

11.7 

7.62 

6.91 

0.65 

4.5 

4.5 

8.49 

8,71 

2.11 

33 

9.0 

10.32 

9.92 

3.19 

9.3 

9.1 

11.98 

11.87 

2.84 

5.3 

16.1 

14.02 

11.53 

5.07 

IM 

1991 

5.9 

3.3 

5.87 

7.85 

3.21 

5.2 

3.6 

7.21 

6.37 

0.75 

5.1 

5.6 

9.25 

8.44 

238 

-4.6 

27 

9.82 

9.03 

3.58 

72 

8.0 

11-83 

13.20 

3.45 

2.4 

8.2 

11.58 

10.04 

4.97 

1981 

1992 

12.4 

2.1 

3.75 

7.00 

2-95 

4.6 

0.6 

428 

5.25 

1.00 

7.1 

8.3 

9-52 

7.77 

245 



10.38 

857 

3.55 

6.0 

7.5 

13.86 

1329 

3-B3 

23 

53 

9.73 

9.09 

4.9 1 

IM 

lot qtr.1992 

10.9 

2.8 

4.17 

7.29 

2.90 

7.5 

1.7 

5.02 

5.49 

0.88 

4.3 

6.6 

9.82 

7.91 

231 

-1.4 

4.1 

10.05 

8.48 

3.40 

8.9 

8.1 

1204 

1265 

3.40 

22 

6.0 

10.61 

9.50 

5.00 

IK qtr.1992 

2nd qtr.1992 

11.7 

1.8 

3.95 

7.3 7 

2.97 

5.7 

1.2 

4.56 

5.83 

1.04 

B.4 

7.9 

9.76 

7.96 

226 

-1.7 

5.1 

10.04 

8.66 

3.39 

9.7 

9.3 

1258 

1262 

3.43 

20 

5-3 

1028 

9.21 

4.78 

2wf qtr.fM 

3rd qtr.1992 

12.6 

1.7 

3.35 

6.81 

2.96 

3.2 

-0.0 

3.90 

5.10 

1.06 

6.6 

8.8 

9.72 

7.88 

253 

-1.0 

43 

1038 

8.90 

3.67 

6.0 

6.9 

16.14 

13.83 

4.02 

23 

63 

10.39 

9.21 

5.21 

3rd qtr.1992 

4th qtr.1992 

140 

1.9 

3.55 

8.73 

2.94 

20 

-0.5 

3.67 

4.78 

1.03 

10.7 

9.6 

8.98 

7.34 

267 



10.77 

8.26 

3.72 

3.0 

5.9 

14.64 

13.84 

3.66 

28 

4.5 

7.68 

8.45 

4.84 

«i qtr.1992 

February 1992 

11.2 

Z9 

4.11 

7.33 

2.90 

7.4 

1.6 

5.05 

5.53 

0.87 

42 

&5 

9.61 

7.88 

230 

-22 

3.8 

10.06 

8.44 

3.40 

ai 

7.0 

1204 

1262 

3.31 

22 

5.9 

10.44 

9.34 

4.94 

1992 February 

March 

11.4 

2.5 

429 

7.52 

2.94 

7.S 

1.8 

4.B4 

5.51 

0.93 

4.9 

7.0 

9.70 

7-94 

225 

-1.4 

4.1 

10.12 

8.58 

3.31 

7.4 

7.4 

1210 

1259 

3.49 

23 

5.8 

10.67 

9.66 

5.04 

Kan* 

April 

11.9 

21 

4.04 

7.47 

297 

7.0 

1.6 

4.59 

5.68 

1.06 

0.9 

7.5 

9.75 

7.94 

236 

-1.5 

43 

10.04 

8.67 

3.37 

9.8 

92 

1224 

1271 

3.51 

23 

5.6 

10.68 

9.41 

4.91 

Aprf 

May 

12.1 

1.8 

3.88 

7.39 

2.95 

6.9 

1.1 

4.59 

5.66 

1.00 

5.8 

7.8 

0.79 

7.96 

226 

1.7 

5.7 

9.96 

256 

3.33 

9.4 

9.0 

1224 

1260 

3.45 

25 

5.1 

10.13 

0.06 

4.61 


June 

11.1 

1.4 

3.92 

7.26 

3.00 

3.2 

0.9 

4.49 

5.55 

1.06 

6.6 

82 

9.75 

7.97 

227 

-1.7 

5.1 

mn 

8.73 

3.47 

mo 

9.6 

1323 

13.14 

3.34 

12 

5.3 

10.Q3 

9.16 

4.82 


July 

no 

1.5 

3.44 

6.84 

296 

29 

0.2 

4.19 

5-26 

1.10 

5.5 

8.3 

9.78 

8.01 

237 

-0-7 

52 

1023 

8.90 

3.69 

7.5 

8.0 

15.38 

13.85 

3.78 

2-5 

5.6 

1021 

9.08 

5.15 

July 1 

Auguai 

12.4 

1.7 

3.37 

6.59 

295 

3.7 

0.3 

3.7S 

5.03 

1.12 

6.1 

8.6 

9.88 

7.99 

280 

-1.6 

5.0 

10.30 

9.06 

3.71 

5.4 

6.5 

15.27 

13.71 

3.94 

24 

53 

10.43 

9.37 

533 

August 

September 

13 5 

1.8 

3.24 

6.41 

296 

29 

-0.5 

3.74 

4.96 

0.98 

a.e 

9.3 

9.50 

7.65 

262 

-1.0 

4.9 

11.12 

8.75 

3.61 

5.1 

82 

17.82 

14.14 

4.35 

21 

4.8 

10.54 

9.18 

5.14 

Septsndw 

October 

14.4 

2 2 

3.32 

6.58 

3.02 

2.5 

-0-B 

3.71 

4.90 

1.04 

8.4 

1U5 

8.95 

7-38 

2.72 

1.3 

8.4 

11.12 

8.43 

3.83 

5.6 

7.4 

15.53 

14.36 

3.95 

24 

5.4 

8.49 

8.89 

4.83 

October 

November 

14.4 

2-0 

3.66 

8.86 

294 

25 

-0.5 

3.65 

4.76 

1.05 

11.2 

9.7 

8.94 

7.36 

2.68 

-0.2 

6.1 

9.77 

8.14 

3.70 

26 

5.9 

14.53 

13.48 

3.48 

3.0 

4.6 

7.32 

827 

4.60 

Haven** 

December 

14.2 

1.6 

3.87 

6.75 

2.87 

1.1 

-0-5 

3.64 

4.70 

1.00 

125 

sa 

9.03 

729 

264 



11.35 

820 

3-64 

1.0 

4.5 

13.90 

13.66 

3.61 

3.0 

3.7 

724 

8.38 

4.49 

Doceatar 

January 1993 



3.26 

6.59 

287 



3.59 

4.55 

1.03 



8.60 

7.10 

258 



1218 

7.93 

3.58 



1273 

13.46 

326 

4.1 


7.04 

&33 

4.46 

1993 J««wi 


Monetary growth rates; show the percentage change over the corresponding period In the previous year, and are positive unless oth e rwise staled. All growth rates rater to the seasonally adjusted senes except tor Japan and Italy. German monetary statistics now form a continuous pan-German series. Monetary data suppiM 
Oatostraam and WBFA from central bank sources. Merest rates: short-term, period averages of US - 90-day commercial paper. Japan - 3-month certificates of deposit, Germany - 3-month Fiber. Franca - 3-month Plbor. Italy - 3-month EurtHlra, UK - 3-momti Libor, tang-term, period average ytakta on 1 0-year benewart 
government bonds. Interest rates supplied by Datastraam. Equity market ylskt period averages of die gross dividend yield on the relevant FT -A world Index. 


Germany battles with stagflation 
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Bundesbank displays its economic juggling skills 
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THE BUNDESBANK'S struggle to balance 
its desire to achieve domestic price stabil- 
ity against the rest of Europe's need for 
lower interest rates will remain the most 
important political story in Europe this 
year. But the Bundesbank is also engaged 
In a domestic economic balancing act 
which may well determine the fate of the 
French franc and the length and depth of 
Germany’s looming recession. 

The Bundesbank’s tight monetary pol- 
icy, whether or not U makes sense for 
Germany, has undoubtedly been inappro- 
priate for almost every other member of 
the European exchange rate mechanism 
over the past year. But the Bundesbank 
has, In filet, been quietly bowing to the 
pressure over the past six months, despite 
the hawkish noises from Mr Helmut 
Schlesinger another members of the 
bank's governing council Short-term Ger- 
man interest rates have fallen by well over 
a percentage point from their peak last 
autumn. The main function of last week's 
headline-grabbing cuts In the discount and 
Lombard rates was to raise the public pro- 


file of the easing of policy that has already 
occured over the last few months. 

Whether or not they also signal that the 
Bundesbank is bowing to international 
pressure will depend on whether the 
Bundesbank eases money market rates 
faster over the coming months than 
domestic conditions warrant. But. for 
France, even a foster rate of easing may 
not be enough. The French problem, as the 
table demonstrates, 1s not simply that Ger- 
man interest rates are too high but that 
the expectation of a Franc devaluation has 
caused the risk premium in French 
short-term interest rates over German 
rates to triple since last summer. 

Yet the Bundesbank Is not only under 
pressure from abroad. As the plight of 
German industry has deepened, the Bund- 
esbank has come under increasing pres- 
sure from within Germany to lower Ger- 
man interest rates and thus reverse the 
D-Mark appreciation of the past year. Ger- 
man industry has been in recession since 
the middle of last year. West German 
industrial output fell by 0.8 per cent last 


year, but by 5.1 per cent In November and 
December compared with the same 
months in 1991. The weak performance of 
Germany’s export industries constrained 
the growth of gross national product to 0.8 
per cent last year and GNP is expected to 
foil this year by up to 1 per cent 

Yet while industry has been suffering, 
the Bundesbank has been struggling with 
powerful inflationary pressures within 
western Germany. Gross domestic product 
grew twice as fast as GNP last year and 
the annual inflation rate has risen to 4.4 
per cent in January. The reason for thin 
German stagnation - falling output com- 
bined with rising inflation - is illustrated 
in the main, chart. 

Sluggish international demand and the 
appreciation of the D-Mark have prevented 
German industry from raising the price of 
industrial goods. The annual rate of pro- 
ducer prices inflation has been failin g 
steadily throughout the last two years to 
less than Vi a per cent by the end of last 
year. But the costs that industry face have 
risen much foster. Average wages rose by 


6 per cent in 1991 and by 5.4 per cent last 
year as the combination of consumer 
spending and the growing fiscal deficit, 
per cent of GNP in 1992, have posted 
service price Inflation to over 6 per cent a g 
year. 

The chart explains the Bundesbank's 
dilemma. Easing monetary policy now, 
and allowing the D-Mark to depreciate, 
would fuel these domestic Inflationary 
pressures by pushing up producer price 
inflation. But the longer Interest rates 
must stay high to bring the domestic infla- 
tionary pressures under control, 
deeper the industrial recession. All w* 1 *™ 
explains why the Bundesbank has been so 
keen for the federal government to Wteg 
public spending under control; and 
last week's 3 per cent pay increaseiM" 
German public sector workers, announce 
on the same day as German headline loos- 
est rates fell, was much the more Impor- 
tant economic news for Europe 
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Labour leader MMSBSs 


signals radical 
policy changes 




By Ivo Dawnay, 

PolWcaJ Correspondent 

MR JOHN SMITH, leader of the 
opposition Labour party, yes- 
terday cleared the ground for 
Labour's objectives to be 
reworked by projecting the 
party as a non-ideological 
champion of ordinary citizens' 
interests. 

Iu a keynote speech to 
Labour's local government con- 
ference at Bournemouth on the 
south coast, Mr Smith avoided 
a confrontation with the par- 
ty's trade union elite. At the 
same time he signalled that 
policy dogmas such as state 
ownership and redistributive 
taxation were no longer central 
to its aims. 

“What we need is a new 
political approach for a new 
political era. A new politics 
that puts people first, that 
rejects dogma and embraces 
practical, common-sense solu- 
tions,” be said. 

Senior party officials said Mr 
Smith's 37-minute address was 
intended to be the springboard 
for a wide-ranging assault on 
long-established "shibboleths" 
that will begin in a full-day 
shadow cabinet meeting in 
London next Monday. It will be 
followed by as many as seven 
further addresses by Mr Smith 
before the end of May. 

His goal is to capture the 
political centre-ground by por- 
traying Labour as the advocate 
of "pragmatic and practical" 


® 





change and the Conservatives 
as the party of entrenched 
elites and vested interests. 

Mr Gordon Brown, the 
shadow chancellor, will press 
home the attack in a speech on 
vested interests this week. 
Later this month he is due to 
flesh out Mr Smith’s pledge of 
a "framework for investment”. 
This is intended to use regula- . 
tion to improve competition, 
set standards and enforce 
workplace rights as a substi- 
tute for state ownership. 

Throughout his speech, Mr 
Smith avoided references to 
socialism and equality. Instead 
he emphasised government's 
duty to devise a long-term 
strategy to invest in skills and 
training as “the building 
blocks for individual and 
national prosperity". 

He promised to provide an 
“infrastructure of opportunity" 
to allow people to raise their 
earning power. “Our task is to 
stand again and again for the 
frustrated ambitions of the 
majority of our people.” 

His frequent references to 
the need for change will be 
taken as a tacit endorsement of 
Labour's “moderniser" faction 
at the expense of party tradi- 
tionalists. Earlier yesterday, 
Mr John Edmonds, influe ntial 
leader of the GMB general 
union, appeared to endorse the 
strategy by welcoming "the 
age of ambition" as represent- 
ing the decent demands of ordi- 
nary people. However, Mr 



John Smith: his goal is to capture the political centre-gro und 


Tony Benn, the veteran Labour 
MP, later derided Mr Smith's 
approach as "the repudiation 
of socialism". 

Several commentators 
detected close parallels 
between Mr Smith's rhetoric 
and that of President Bill Clin- 
ton in last year's US election 
campaign. 

In one passage in his speech, 
the Labour leader appeared to 
offer a critique of past party 
policy as a “failure of dogma". 
He said: “The political debate 


in Britain has been bedevilled 
for too long by simplistic argu- 
ment and false choices. The 
truth is that we need both 
dynamic markets and active 
government." 

Endorsing a BUI of Rights, a 
Freedom of Information Act, 
and further consumer protec- 
tion measures, he said the goal 
of democratic socialism was a 
"radical theory of citizenship 
in which access by all to the 
power of knowledge is the 
foundation of liberty”. 


Cut-price 
tunnel rail 
link to be 
considered 

By Richard Tomkins, 

Transport Correspondent 

MINISTERS have ordered 
British Rail to consider a cut- 
price option for building the 
long-delayed Channel tunnel 
rail link that could cut the cost 
from £4J>bn to less than £2bn. 

If adopted, the option would 
mean abandoning plans for a 
new terminal at London King’s 
Cross and will seal the fate of 
the £3.4bn King's Cross rede- 
velopment project - the big- 
gest inner city regeneration 
project in Europe. 

It would also mean bringing 
the trains into London along 
the surface-level north London 
line which cuts a swathe 
through the residential areas 
of Hackney, Dalston. Canon- 
bury and Islington. 

Transport ministers have 
been considering the latest 
options for building the 68-mile 
railway line between London 
and tiic Channel tunnel since 
they were submitted by BR 
eariy last month. BR is 
believed to have brought the 
cost of the scheme down from 
the expected £*J.5bn to between 
rp shn and £3bn by designing a 
route that goes up and down 
the hills between London ana 
the Chunnel tunnel instead of 
through them. This will 
require more powerful trains 
to cope with the steeper gradi- 
ents. 

Still to be decided, however, 
is the acutely controversial 
issue of how the trains will get 
through the suburbs of London 
from Stratford bi the east _ to 
the proposed international ter- 
minal at King's Cross. 

Details of the proposed route 
an.- expected to be published 
towards the end of next month, 
followed by a public consulta- 
tion. if legislation is introduced 
this autumn, the line could 
open in ’.IWO- 


Government staffing rises 
despite quest to cut costs 


By John Wlllman, 

Public Policy Editor 

THE progress Mrs Margaret 
Thatcher made in cutting the 
number of government employ- 
ees is being reversed under Mr 
John Major, prime minister. 
The number is rising again, 
despite the search for public 
expenditure cuts. 

There were more than 
565,000 government employees 
or civil servants in April ISJ2, 
according to recently released 
Treasury statistics, an increase 
of almost 11,500 on the previ- 
ous year. 

The increase was even more 
marked among clerical govern- 
ment employees, whose num- 
bers rose by more than 14,000. 
The number of clerical civil 
servants has returned to the 
level of 1984, during a period 
when the manual civil service 
has almost halved in size. 

Ms Ann Robinson, bead of 
the Policy Unit at the Institute 
of Directors, said that the fig- 


ures reflected the govern- 
ment's failure to get to grips 
with the size of the public ser- 
vices payroll. 

"If the chancellor is going to 
reduce public spending to curb 
the budget deficit, he has no 
alternative but to look at the 
number of people employed in 
the public services," she 
said. 

The number of clerical civil 
servants has stuck around 
500,000 since 1984. While some 
departments such as Trade and 
Industry have reduced their 
clerical payrolls, others such 
as the Home Office and the 
Social Security Department 
have grown. 

A variety of reasons is given 
for the growth: 

• The Lord Chancellor's 
Department, with a 17 per'cent 
increase in its clerical payroll 
since the start of 19S0, blames 
the increased civil and crimi- 
nal justice workload. 

• The Home Office, which has 
increased its clerical staff from 


under 30,000 to over 46,000 in 
the same period, points to the 
expansion of the prison service 
and increasing immigration 
work, including the surge in 
asylum-seekers. 

• The rapid increase in unem- 
ployment in the last two years 
has fuelled a 27 per cent jump 
in the number of government 
employees working in the 
Employment Service. 

• The growth in the number 
of vehicles to be registered and 
tested. 

• The growth in the number 
of property sales to be regis- 
tered. still higher now than in 
the 1970s. 

The executive agencies 
which are supposed to impose 
business disciplines on govern- 
ment services are responsible 
for much of the increase in the 
□umber of government employ- 
ees. 

Of the 28 oldest agencies, 21 
have increased their staff since 
inception - increasing their 
staff by 12 per cent overall 


Virgin to 
press BA for 
deal over 
‘dirty tricks’ 

By Michael Cassell, 

Business Correspondent 

BRITISH Airways and Virgin 
Atlantic are likely today to 
renew talks In London aimed 
at striking a peace deal in the 
wake of BA’s “dirty tricks’ 
campaign against its competi- 
tor. 

Both airlines are anxious to 
draw a line under the affair 
and Virgin yesterday main- 
tained pressure for a quick 
agreement. Virgin said It 
wanted successful discussions 
with BA but that it still 
intended to take action against 
the airline if a deal was not 
agreed this week. 

Sir Colin Marshall, BA's 
executive chairman, said that 
he wanted the talks ended ami- 
cably and "the sooner the bet- 
ter”. 

On Friday, Lord King dis- 
missed suggestions that he had 
stepped down early as chair- 
man because of the dirty tricks 
affair. He left the post six 
months earlier than expected. 

Without a deal, Virgin 
threatens to begin anti-trust 
action in the US, as well as 
laying allegations before the 
European Commission that BA 
has ahiigpri its dominant mar- 
ket position. 

In addition, the airline says 
it might instigate court action 
under the Data Protection Act 
or pursue claims of breach of 
copyright 

In three meetings held so for 
between the two sides. Virgin 
has pushed home claims that 
BA's activities inflicted upon it 
serious commercial damage 
running into tens of millions of 
pounds. 

Virgin has not publicly speci- 
fied its demands, although it Is 
understood to have tabled a 
series of proposals, ranging 
from cash compensation, to the 
use of BA aircraft servicing 
facilities and a legally binding 
agreement preventing abuse of 
computerised reservation infor- 
mation. 

The allocation of take-off and 
landing "slots” at London’s 
Heathrow airport is also 
thought to be on the agenda. 

Although it is understood 
that some progress towards 
agreement has been made, 
there is some surprise in the 
Virgin camp at the time the 
talks are taking and it 
appears determined not to see 
them drag on beyond this 
week. 

Virgin is represented by Mr 
Sid Pennington, Virgin Atlan- 
tic m a n aging director and Mr 
Trevor Abbott, financial 
adviser to Mr Richard Branson, 
Virgin chairman. Mr Robert 
Ayling. who on Friday was 
appointed BA group managing 
director is representing 
BA. 

If a deal is reached, it is 
likely that Mr Branson, who is 
in the United States for part of 
this week, will return for a 
meeting with Sir Colin to final- 
ise an agreement 


Industry economists remain pessimistic 


By Emma Tucker 
and Peter Marsh 

THE latest reduction in 
interest rates and foils in the 
value of the pound have done 
little to alleviate pessimism 
among economists working in 
industry. . , 

Amid last week s turmoil on 
the Eoreign exchanges and 
arguments over the govern- 
ment's decision to cut base 
rates to 6 per cent, they remain 
uncertain about the strength 
and direction of economic 

growth. ... 

Mr Richard Freeman, cruel 
economist at ICI, the biggest 
UK chemicals company, said 
he has detected no sign of 
recovery in industty yet. 
••Exports have picked up a 


bit ... It is very important that 
the pound does not rise too 
much from where it Is now as 
we have got to make sure we 
main lain our competitiveness.” 

Ms Valerie Burton, chief 
economist at the Bass drinks, 
hotels and leisure group 
believes that fear of unemploy- 
ment is still constraining 
spending. 

“Low inflation hasnt really 
had much of an impact on peo- 
ple. We will be humping along 
the bottom for some time 
although I see a pick up 
towards the end of the year, 
she said. . „ , 

At the Engineering Employ- 
ers' Federation, Mr Ian Thomp- 
son, chief economist, said a 
rise in confidence may have 
been registered, but there has 


been no corresponding 
increase in actual business. 

“The outlook for exports is 
piiTmrt- It is good as for as cost 
competitiveness is concerned, 
but our European markets are 
stagnant I think there is more 
fm-n than loss overall, but it is 
finely balanced.” 

Mr Leslie Guxide, chief econ- 
omist at the GKN engineering 
components group, said: “I 
have been encouraged by the 
apparent upturn in the car 
industry and also by the Bund- 
esbank's moves on interest 
rates. But apart from this the 
signs about recovery are 
extremely patchy. Any tax 
increases in the Budget would 
be unwise as they would 
hardly help confidence." 

Activity among retailers is 


similarly depressed. “We have 
seen no sign of economic 
recovery," said Mr John Ran- 
dall, finance director of MIT, 
the furniture retailer. "A lot of 
people are looking and a lot are 
inclined to spend, but not quite 
to the point of putting their 
hands In their pockets." 

He believes people have to 
feel comfortable about their job 
prospects and the value of 
their homes before spending 
can recover properly. 

Mr Barry Scott, bead of eco- 
nomics at British Gas was 
slightly more optimistic: “1 
remain confident that the 
lower pound and reduced inter- 
est rates will have a powerful 
effect in helping recovery. But 
it's difficult to see any discerni- 
ble sign of this right now." 


Britain in brief 



h 




David Hockney. ^Treasury, 
seeking ways to cut spending 
in the face of tae l's nam- 
ing fiscal deficit teeriW g“ 
reports as 

experts have pointed out the 
folly of trying to seU such 
paintings at a time when the 
market is so weak. 
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Luxembourg 
radio interest 

CLT the Luxembourg-based 
international broadcasting 
Soup, has renewed its mterest 
to investing in UK radio and 
television, and is examining 
the London commensal radio 
frequencies to be advertised 
next month. 

Mr Gaston Thorn. CLT presi- 
dent and former president of 
£e European Commission, was 
in London last week to expna* 
m* interest to Lord Chaliont, 
chairman of the Radio Author- 
ST which regulates commer- 
ced radio. CLT is interested in 
a music-based station in the 
south of England. 


Banks criticised 

Banks were criticised by a 
Department of Trade and 
Industry minister yesterday 
for the service they provide to 
small businesses. Baroness 
Denton, minister responsible 
for small businesses, said 
Vamhs needed to show greater 
understanding, which con- 
trasted with the Treasury's 
recent review of banks’ treat- 
ment ot small businesses 
which largely exonerated them 
of foiling to pass on interest 
rate cats. 

Higher pension 
age is urged 

The pension age for women 
should be raised to 65 and tne 
common retirement age raised 
eventually to 67, the Social 
Market Foundation, an inde- 
pendent think tank, argues in 
a report published today. 

It rejects that there is a 
demographic crisis caused by 


an increasing number of old 
people, and instead argues that 
many people stop working at 
too young an age. 

New Vauxhall 
supply plan 

Vauxhall is introducing a new 
car distribution system 
intended greatly to reduce 
stocks held at dealers' prem- 
ises and cot the total number 
of vehicles in Its supply pipe- 
line by 20 per emit 
When folly implemented by 
1995, it is expected to save the 
company and its dealers “tens 
of millions of pounds a year” . 
according to Mr Dean Barrett, 
marketing services director of 
the General Motors subsidiary. 

Until now, mure than half of 
all new Vauxhalls sold were 
transferred between dealer- 
ships to satisfy orders, rather 
supplied directly to the 
dealer by VauxhalL 
From now on, Vauxh all’s 
535 dealers will draw their 
cars from a network of five 


large storage facilities, each 
finked to eith« a Vauxhall 
manufa cturing plant or, in the 
case of imported vehicles, 
their port of entry. 


Electronics 
worth £30bn 

Britain has the fourth-largest 
electronics industry in the 
world, with sales of £30hn a 
year, says a report published 
today. Electronics, with electri- 
cal engineering, is the coun- 
try's second-largest manufac- 
turing industry, employing 
330,000 people, says the Confed- 
eration of British Industry. 

Stop smoking! 

Hypnotherapy is to be offered 
to help staff stop smoking at 
the Asda retail chain head- 
quarters in Leeds, where 
smoking among the 1,500 
employees Is to be banned 
from March L except in one 
top-floor room. 
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MUTUAL BENEFIT OVERSEAS, 
INC • New Jersey corporation, 
TAX LD. rSZ-2671457, 
DdmHrtD-rOBESStoB. 


UNITED STATES BANKRUPTCY COURT 
FOR THE DISTRICT OP NEW JERSEY 
(Hoc. Novalyn L. Winfield) 

Chapter II 
Case No. 93-20134 
Hearing Dele: February 11, 1993 1:00 pjn. 

NOTICE OF MOTION OF MUTUAL BENEFIT OVERSEAS, INC ("MBO") FOR AN ORDER PURSUANT 
TO SECTIONS 105, 302 AND 1121 (d) OF THE BANKRUPTCY CODE, AND RULE 4001 (d)(1)(C) OF THE 
FEDERAL RULES OF BANKRUPTCY PROCEDURE: (A) AUTHORIZING THE MODIFICATION OF THE 
EXCLUSIVE PERIOD; (B) DIRECTING MBO TO REGULARLY REPORT TO THE CREDITORS' 
COMMITTEE ON THE AFFAIRS OF MBO; AND (Q AUTHORIZING RELIEF FROM THE AUTOMATIC 
STAY AND THE DISTRIBUTION OF CASH COLLATERAL HELD BY TRUSTEE TO THE 
BONDHOLDERS AND THE TRUSTEE 

TCh ALL BONDHOLDERSOEDITORS OP MUTUAL BENEFIT OVERSEAS, INC 

PLEASE TAKE NOTICE that On January 26, 1993. Mutual Benefit Overseas, Inc-, (be debtor and debtor-in-possession 
herein CM BO" or (be "Debtor") consented to Hw tatty of an Order Tor Relief under Chapter 11 of Title 11 of (be United Stain 
Code (die "Bankruptcy Code") in the United States Bankruptcy Court for the District of New Jersey (the “Court") and was 
thereafter continued in tbe operation of its boai n esa and in possession of its properties ns ■ debtorin-passcssian pursuant to 
sections 1107 and 1108 of tbe Bnkruptcy Code. 

PLEASE TAKE FURTHER NOTICE that an February II, 1993 at IKK) pan. (Eastern Standard Tunc, New York) or as soon 
thereafter as counsel may be beard, the Debtor, by and through its attorney*. Sbatdcy & Fisher, P.C, will move before the 
Honorable Novaljm 1_ Winfield, United States Bankruptcy Judge, at the United States Bankruptcy Conn, King Federal 
CourtJwore, SO Walnut Sheet, Newark, New Jersey 07102. for a Order pursuant to sections IQS ad 1121(d) of tbe Bankruptcy 
Code ad Role 4001(d)(lXc) of (be Federal Rules of Bankruptcy Procedure: (a) Authorizing tbe Modification of tbe Exclusive 
Period to File a Plan of Roorgxuzatica and Solicit Acc e pt an c e thereof <b) Doming MBO to Regularly Report to die Creditor* 1 
Committee on the Affair* of MBO; and (c) Authorizing Relief Rom (be Automatic Stay and tbe Distribution erf Gtth Collateral 
Held by (be Trustee (the ‘Motion") m tbe manner summarized below: 

Payment to (be Thtstec, to an amount not to exceed 5500,000. of onreitnbnrscd fees and cspnwr*. in cl ud i ng die fees and 
c s p cn aca of counsel and any other professionals retained by the Trustee, incurred by the Thtstec in connection with its duties 

iifffcf ihg If w^p r ui r* 

Payment in respect of irimbuiicmem for (be payment of lira and expenses of counsel to certain Bondholder* incurred in 
connection with their hold teg of Bonds and their efforts to bring about a restructuring of MBO for (be benefit of all 
Bondholders; as follows: 

• To the member* of (be Ad Hoe BOM&Ndcttf Committee in respect of amounts maned to Kramer. Levin, NaftaKs. 
Ncssen. Kannn A Frenkel and Lowcnsrcin, Sandler, Kohl Fisher & Boyian, in an amount not to exceed MOOjMO. 

• To Fidelity Management A Research Company m respect of amounts insured to Wefl, Gotshal A Manges, m (be 
amount not to exceed £300,000- 

- To (be Petitioning Ctafitotsin respect of atnomua incurred to Stadden, Arps, Stale, Meagher A Ftam and Otvmmy.Dcl 
Deo, Dolan, Griffingcr A Voodriooc in an amount dm id exceed SI DO ,000. 

Payment to the Paying Agents under (he Indenture ((be “Indenture") in respect of (be outstanding Co mm e r c i al Mortgage- 
Backed Bonds, Series 1986-1 and MBO (the “Bonds - ) for (be distribution of funds held by (be Trustee pursuant to Section 
A03 of the Indenture for (he p aymen ts otherwise required to be made under the Indenture on febromy 1, 1993 (the "2/bTO 
Funds”) in the following manner: 

• Tbe interest and sinking fond payment* otherwise payable on February 1, 1993 shall not be made except as provided 
below. 

• Tbe holders of 9-3/8 Sinking fend Booth due 1996 and (bo W/B Sinking Fund Bands due 1998 (tbe -Sinking Fund 
Bonds”) shall be paid an amtsuM equal to one-thud (1/3) of (he interest payment otherwise payable to die holders of soch 
Bonds ou fefemary L 1993 according to Ihcif respective terms. 

• Tbe hoMerS of aD Bonds (each a “BaodhoWer") shall be pxitL pro reta. aopondinp tn their remc c ii v e Claim Amounts, an 
amount cqoal to the balance of (he 2/1/93 Funds less (i) the amoun t tfisbttrsed to (be holders of Sinking Fuad Bands 
referred to above, and (S) a reserve amount of S4 .500X0(100, rochxfing an amount equal to tbe amounf to be dkfruffed 
to tbe Trustee under the I n d en t u r e (the “Trustee-) and certain BondboMera as provided below and the balance to be 
m F i ne d in (be conduct of tbe affairs of MBO and tbe administration of Ibis Chapter 11 case for the benefit of all 
eretfiton. (Aa used in this paragraph, the term dmm Amount means (a) with respect to any Sinking fend Bond, ihc 
principal amount of socb Bond phis Ifae accrued bul unpaid interest an such Band (after taking into accoum any payment 
actually made to (beats Bondholder* pursuant to (be prior paragraph herein) to Jammy 8, 1993. (tbe "Petition Dale"), and 
(b) with respect to any Zero Cbnpon Band due 200ft, (be accreted value of such Band an rim Petition Date). 

PLEASE TAXE FURTHER NOTICE Dal tbe hearing on (be Motion may be a d jo u r n e d from time to time without further 
notice other that by aimoonrcm e n l at the bearing on the Motion or on the date or dales of the hearing on any adjourned hearing. 

PLEASE TAXE FURTHER NOTICE (bat in support of Its Motion, tbe Debtor wQl rely upon the Motion and the 
Memotandom of Law filed with tbe desk of the United Slates Bankruptcy Court (the -plewDngO. o*b« pleadings and Orders 
of record in this case and any evidence or testimony whkJi may be necessary or appropriate on tbe leum date. 

PLEASE TAKE FURTHER NOTICE (hot a copy of (be Debtor's Pleadings arc oo file with the Clerk of the United Stales 
Bankruptcy Court, District of New Jersey. King Fedestl Building. Floor, SO Wahstt Street, Newark, New Jersey 07102 and 
may be i n spected during business boms as established by tbe United States Bankruptcy Conn. Any boodbokkr/emfitor may 
obttinacnpy ofthePleatfingsby royaatiogacopy igwnosgltr, Stanley A Fisher, P.C, 131 Mariana Avenue, Morristown, New 
Jersey 07962-1979. U-SA^ Attention; MBO deft 

PLEASE TAKE FURTHER NOTICE that opposition or answering papers to the Motion, if any, shall be filed with James I. 
Waldron, Oerk of the Bankruptcy Court King Federal Building. 50 Walnut Street. Newark, New Jersey 07102 and served 
simultaneously so that ihc responsive pleadings are received by the counsel Ihrted below on or before the dose of basmem (Eadem 
Standard Time, New Yak) on February 10, 1993: 

Debtor's Counsel 
SHANLEY A FISHER, P.C 
131 Madison Avenue 
Morristown, New Jersey 07962-1979 
VS-A. 

Attention; A. Denms TcireQ, Esq. 

Robert K. Malone. Esq. 


CRUMMY, DEL DEO, DOLAN, GRJFF1NCER A VECCHIONE, P.C 
One Riverfront Plana 
Newark, New Jersey 07102 
USA. 

A tt e nt io n; Paul R. DeHGppo, Esq. 

PLEASE TAKE FURTHER NOTICE ifast unless answering papers are filed and served in accordance with the preceding 
paragraph, tbe Motion wQl he deemed naemnested and the Court, m its dscrctkm, may enter an Qnder in the firm sobn ined to tbje 
Court by ibe Debtor. 

SHANLEY A FISHER. P.C 
131 Mwfisou Avenue 
Morristown, New Jersey 07962-1979 
(201)285-1000 
Attorney* for 

MutnaJ Benefit Overseas, Ibcl, 

Debtor and Debtor-in- Poar rari ou 
» T- g/BnbcttK. Malone 
A. Dermis Terrell 
Robert X. Malone 
Dated: February J993 

Morristown, New Jersey 


If you’re 

pursuing wealth abroad 
take a guide book. 



tree 


M cause thousands nt shrew! subscriber* hart 

ot toratowf opportmdties ter H»se firing abroad. 

With aroend IDO pages cl ntfnritalfw editorial In ^ 

w«Yl*swiftiBMe*s eB 'toBaMe , iifliew«ldBl , inaa6e. subsoiptiMtowibttitniL 

And. because fit* lutentadowl Is pablbiKd hf ft* F1NANCIALTIMES PUBLICATION 

Roandal fines, Itopwdgnn to hnpetcable. *2* 


1 yrlElSnSS 


aiaanrmivwal 


BwMnaoW UoUftHtoit 
MDMUHaat 
imwiRMBA iim mn 


or tamer 

aj I 


ot tastton 


d n odd {Mr a>r_ 


n\ imbS 
a; nw 

D] 3M4 

□ I 441 
Hi SrV 

□ 6 a- 


or oamiDeiBte 
■i* mom* 

= 1 9Ht 

.it rmmtaoMin 
nr un!m.vm*foiA 
OB DhiHnvUiwW 

OHU» 


pi QmOntteww 
03 mat m 

nj Runrllmammm nhto ^ WwCwicr *»J 

os ooSr-MWiVtowi oi (Wcfo-e 


t 



Y 


FINANCIAL TIMES MONDAY FEBRUARY S 1993^ 


THE WEEK AHEAD 


ECONOMICS 


PARLIAMENTARY DIARY 


Markets will study UK data to se 
whether inflation is under control 


THIS WEEK'S UK data, 
including the producer prices 
index tomorrow and the retail 
prices index on Friday, will 
give some indication as to 
whether the government’s 
apparent confidence on infla- 
tion is justified. 

The recent one point cut in 
base rates to 6 per cent led 
some commentators to suggest 
the government was acting too 
hastily and that it now faces 
the uncomfortable prospect of 
rising inflation. 

The inflationary impact of 
the devalued pound and mone- 
tary easing has yet to show up 
in the headline rate of infla- 
tion. Cuts in mortgage interest 
payments drove the retail 
prices index lower to an 
annual rate of 2.6 per cent in 
December, and are expected to 
have pushed ft down even fur- 
ther last month. 

However, the index exclu- 
ding mortgage interest pay- 
ments has already shown some 
hesitant upwards movement. 
In December it rose to within 
0.3 percentage points of the 
upper limit of the Treasury’s 
target range (1-4 per cent), and 
Is forecast to have risen to 3 .9 
per cent last month. 

Seasonal food prices usually 
rise in January, and price 
rises for alcoholic drinks 
as Christmas offers ended 
may also have pushed 


RESULTS DUE 


THE RESULTS season springs 
to life on Thursday with a 
handful of the UK's largest 
companies reporting. British 
Petroleum’s figures should 
show it has begun to recover 
from its recent nadir. Having 
halved the 43p quarterly divi- 
dend at the half-way stage, a 
further 2.1p Is expected for the 
final quarter, making 10.5p 
(I6.8p) for the year. 

With historical cost profits of 
£100m forecast for the final 
quarter, losses for the year are 
expected to be £487m (profits 
£l-2bn). Last year, BP heavily 
restructured management and 
operations while chemical mar- 
kets remained poor, refining 
was mediocore and upstream 


FEBRUARY 11 & 12 
The Russian OU Industry: 
Foreign Investment Opportunities 

Convened by The Centre For Foreign 
Investment & Privatisation. Moscow. 
Petroleum Intelligence Weekly and Tim 
Royal Ituiiraic of International Affairs. 
Sponsored by Bankers Trust Company, 
EN1. Price Waterbonse, and Shell 
lHcnuriotuL 

Enquiries; RUA Conferences. 

TeL 071 9575700 Fax: 071 9575710. 

LONDON 


FEBRUARY 15 & 16 
Computer Assisted New Drug 
Applications 

This conference explores the opporamities 
of computer assisted new drag 
applications. CAPLA/CANDA. 

Venae: Forum Hotel. Cromwell Road. 
London SW7. Arranged by HR Limited. 
To register contact UR. Tel: (44) (71) 
■>120141. Fax: (44) (71)4120145. 

LONDON 


FEBRUARY 1&-18 
Smart Card ‘93 

En rope's leading advanced card 
technology conference aod exhibition, 
examining applications in comm- 
nnkaiums, banking and security, retailing, 
customer loyalty schemes, pre-payment 
systems, passenger travel, read toils and 
healthcare. Free admission to exhibition. 
Venue: Wembley Con f erence Centre. 
Contact: Lowndes Organisers Ltd. 

TeL 0733 394304. Fax: 0733 390042. 

LONDON 


FEBRUARY 17 
Leading Through The 
Recession 

Company performance hinges on the 
quality of leadership provided by its 
directors. Never more so than in 
reoessioa. This Institute of Directors 000 - 
day seminar will be presented by 
Professor John Adair and Tony Barnes. 
Enquiries; Director Conferences. 

Tel: U71 730 0022. 

LONDON 


FEBRUARY 18 
IT Investment Appraisal 

This one day conference Is devoted to 
improving corporate pe rf o rm ance in the 
critical area of IT investment appraisal. 
The event draws on the practical 

experience of managers from leading 
or gan iaa ri oas. and reviews a variety of rile 

latest methods and Mob. 

Contact: Business Intelligence. 

Tel: 081 544 1830. Rue 081 544 902a 

LONDON 


FEBRUARY 19 

Turkey: Economic Prospects 

And Business Opp o rtunities 

Convened by The Royal Institute of 
International Affairs aod Wfcon Part, in 
association with The Tnrkish British 
Chamber of Commerce & Industry. 

To be held at Chatham Home, London. 
Enquiries; RIIA Conferences. 

Tel- 0719575700. 

Fax: 071957571a 

— LONDON 
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the underlying rate upwards. 

The following are some of 
the other economic highlights 
and events of the week. Fig- 
ures in brackets are the con- 
sensus of economists’ forecasts 
from MMS International, a 
financial information com- 
pany. 

Today: UK, December credit 
business (£15m net borrowing); 
Denmark, December current 
account; Switzerland, monthly 
meeting of 10 Central Bank 
governors. 

Tomorrow: UK, January pro- 
ducer input prices index (op 0.4 
per cent on month, up 5.7 per 
cent on year), producer output 
prices index (up 0.8 per cent on 
month, up 3.6 per cent on 
year), excluding food drink and 


operations went well thanks to 
the dollar and increased out- 
put After several quarters of 
negative cashflow, it Is expec- 
ted to have been cash neutral 
in the final quarter. 

Lloyds Bank, which has been 
most profitable of the clearing 
banks in recent years, 
announces its full-year results 
for 1992 on Friday. It is the 
first big clearing bank to 
report after bringing forward 
its announcement by two 
weeks. Analysts anticipate pre- 
tax profits of at least £650m 
after last year’s £645m, but one 
estimate is of £745m. 

Provisions for possible bad 
and doubtful debts are esti- 
mated at between £650m and 


FEBRUARY 22 
London Motor Conference 

The conference will look 21 die challenges 
and opportunities lacing ihe European 
motor manufacturing and component* 
industry and review developments u 

dist r i b u tion and friinrh wring 

Enquiries: Financial Times. 

Tel: 0718149770. 

Fax: 0718733975/3969. 

LONDON 


FEBRUARY 22 & 23 
Acquiring m Europe 
The essential annual conference for 
anyone considering s European 
acquisition. Leading experts guide yon 
through the MftA maze, covering both 
technical and practical aspect* of 
acquiring In Europe. Competition is 
fierce and op-to-daic information is 
essential. Not to be mlsscdl 
Cont ac t : Acquisitions Monthly. 

Tel: 071 823 8740. Fax: 071 581 4331. 
LONDON 


FEBRUARY 23 
What Drives Process 

Management? 

TUs symposium addresses hey ingredients in 
poms mana ge m en t (quality, IT, people) sod 
how it aba* to help o rg ani s a tions "—"f 
change in an evolo [ionary /revotaticnarj 
manner in order to align (be organisation 
within its c om pe titiv e env iro nment. 

Fees: £120 - 1 - VAT. 

Contact: Leanne Woods. Institute of 
Measurement &. Control. 

TeL 0713874949. 

BIRMINGHAM 


FEBRUARY 23 & 24 1993 
CaMe & SateUta Broadcasting 

This year's m eeti ng will assess how nmlti- 
chanarl television delivered by cable A 
satellite is conlinoing to expand, the 
onward march of television choice for 
viewers and the business opport un ities 
opening up. Enquiries. Financial Time*. 
TeL 071-8149770. 

Fme 071-873 3975/3969. 

LONDON 


FEBRUARY 24 
Exporting Defence Electronics 
The Omfrwm rff will examine vital fo pfen 
such u export licensing and financing 
from both company and government 
viewpoints. Preaoititloiis 00 key market 
sectors will include Avionics. Air 
Defence, Naval Electronic^ COMMS and 
EW. Contort - Jessica Grind, EEA. 

Tct 071-331 2016. Fax: 071-331 204U 
LONDON 


FEBRUARY 24-25 

Doing Effective Business In 
The New Russia 
A Carnal European se minar d esi gn ed for 
corporates to analyse the opportunities of 
doing business In Russia. 80% of 
registered dele gates are from European 
corporate*. Mu Brown. British 0*4, ICL 
and Fiat look at the best ways of 
twnndring the market. 

TeL 0717798791. Fax: 0717798603. 

LONDON 


tobacco (up 2.6 per cent on 
year), first meeting of Trea- 
sury's panel of seven indepen- 
dent forecasters which Alan 
Budd. chief economic adviser 
to the Treasury will chair; US, 
Johnson Redbook week ended 
February 6, December whole- 
sale trade; Canada, December 
motor vehicle sales (up 4J per 
cent on month), November 
labour income (up 0.3 per cent 
on month), January housing 
starts (173,000 units); Japan, 
December machine orders. 

Wednesday: Belgium. SC 
monetary committee meeting 
in Brussels; Germany, govern- 
ment annual economic report 
released; Italy, Socialist party 
national meeting, lasting three 
days; US, President Clinton 
holds televised town hall meet- 
ing in Michigan; Canada, 
department store sales (down 
0.5 per cent on year). 

Thursday: Germany, second 
round in banking sector wage 
talks in Dusselaorf; US, US 
trade representative Kantor 
meets EC trade negotiator Brit- 
tan in Washington, Japan’s for- 
eign minister Watanabe visits 
Washington, January retail 
sales (up 0.5 per cent), exclu- 
ding cars (up OJi per cent), ini- 
tial jobless dating week ended 
January 30 (350,000), state ben- 
efits week ended January 23, 
money supply data for week 
ended February L money sup- 


ply data for January Ml (op 
$5.9bn), M2 (down S9.8bn). M3 
(down $25.5bn): Canada, 
November lead indicator (up 
03 per cent on month), Decem- 
ber lead indicator (up 0.4 per 
«»nf on month), January 
Indicator (up 0.3 per cent on 
month), December new hous- 
ing price index (up 0.1 per cent 
on month); Australia, January 
employment (up 20.000 on 
year), January unemployment 
rate (11.25 per cent); Japan, 
national holiday, markets 
dosed. 

Friday: UK, January retail 
prices index (down 03 per cent 
on month, up 23 per w»nt. on 
year), excluding mortgage 
interest payments (up 33 per 
cent on year); Australia, 
December weekly pay rates; 
US, January PPI (up 03 per 
cent), excluding food and 
energy (up 03 per cent), Febru- 
ary Michigan sentiment pre- 
liminary, December business 
inventories (down 03 per cent). 

During the week: France. 
December M3; Germany, 
December cost of living - 
final, December capital 
account, December retail sales; 
Spain, December M4; Norway, 
January trade arffinHing - ships 
and oil platforms; Japan, Janu- 
ary trade balance (S4J.bn sur- 
plus). 


■ TODAY 

Commons: Questions to Transport 
ministers, Attorney General and 
Overseas Development 
Administration. Welsh Revenue 
Support Grant reports, motions. 
Industrial Training Levy orders. 
Private business - British 
Railways (No 4) Bill, second! 
reading. 

Lords: Debate on Procedure 
Committee report. Debate on EC 
report on migration. Scottish 
Hospital Trust Scheme Order. 
Penalty (or Murder BUI, second 
reading. Debate on electricity 
prices. 

Select committees: Environment, 
subject The environmental 
Implications of energy policy. 
Witness: Mr Michael Basel tine, 
trade and Industry secretary 
(3.15pm, room 8). 

Public Accounts, subject 
Contracting of roads. Witness: 

Mr Patrick Brown, permanent 
secretary, department of transport 
(4.30pm, room 16). 


Appeals Bill, committee. 
Maximum Number of Judges 
orders. Civil Jurisdiction and 
Judgments Act (Amendment) 
Order. 


■ TOMORROW 
Commo n s: Defence questions. 
Questions to the Prime Minister. 
Housing and Urban Development 
Bill, report 

Lords: Asylum and immigration 


■ WEDNESDAY 
Commons: Foreign Office 
questions. Housing and Urban 
Development Bill, remaining 
stages. Social Security Benefit 
Upratmg Order. Supplementary 

Estimates. 

Lords: Debates on transport for 
the disabled, defence and 
security and services for mentally 
disordered offenders. 

Select committees: Environment, 
subject Housing corporation. 
Witnesses: Department of 
Environment officials (9.15am. 
room 21 ). 

Defence, subject UK 
peacekeeping and intervention 
forces: naval forces. Witnesses: 
ministry of defence officials. 
(10.15am, room IS). 

Trade and industry, subject, trade 
with Europe. Witnesses: Institute 
of Directors, TUG (1030am, 
room 16). 

Transport, subject Future of the 
railways. Witness: Mr John 
MacGregor, transport secretary 
(4pm, room 15). 


UK COMPANIES 


■ TODAY 

COMPANY MEETING: 

Avon Rubber, Melkaham House, 
M elks ham, Wilts.. 230 
BOARD MEETINGS: 

Final; 

EFM Java Thist 
Interims: 

Black (P) 

Bryant 
Henries (J) 

US Smaller Co's tnv. Tst 


Interim: 
News ML 


Emma Tucker 


£870m, against £918m in 1991. 

Renters, the international 
news and information group, is 
expected tomorrow to reveal 
an increase in pre-tax profits 
from £340m to £380m for the 
year to December. Given that 
Renters is sitting on a cash pile 
of £700m, there has been some 
speculation that there will be a 
substantial hike In the divi- 
dend - or even a special pay- 
ment However, most interest 
will centre on the group's view 
of the trading outlook: a cau- 
tious statement at the interim 
stage gave the highly-rated 
shares a knock. 

BT unveils its third quarter 
results on Thursday against 
intense speculation that it 


intends to advance its ambi- 
tions in global rn rmtiirniraitimn; 
services by spending up to 
$5bn for a stake in Electronic 
Data Systems, the computing 
services arm of General 
Motors. 

Excitement over rumours of 
the deal, on which neither 
company will comment, is 
likely to overshadow the trad- 
ing figures which are expected 
to indicate BTs resilience in 
tough trading conditions. Pre- 
tax profits are expected to be 
£720m-£750m (£759m a year ear- 
lier). 

Analysts will be watching 
call volume closely as an indi- 
cator of the way the economy 
is moving. 


■ TOMORROW 

COMPANY MEETING: 
Baggeridge Brick, Chamber of 
Industry & Commerce. 75. 
Harbome Road, Birmingham, 
12JX) 

BOARD MEETINGS: 

Finals: 

Manchester Ship Canal 

PAP 

Reuters 


■WEDNESDAY 
FEBRUARY 10 
BOARD MEETINGS: 

Finals: 

Brabant Res. 

Ktebiwort Overseas kw. 

Scottish American Inv. 

Interims: 

BaJJey (C.H.) 

D ens on Group 
Elbtef 

Throgmorton 1000 Smallest Co's 


■THURSDAY 
FEBRUARY 11 
COMPANY MEETINGS: 

API, Holiday Inn Crowne Plaza. 
Peler Street Manchester. 12.30 
Aberforth Smaller Co's Trust 
16, Chester Street Edinburgh. 
12.15 


DIVIDEND & INTEREST PAYMENTS 


■ TODAY 

Amer. Medical InL 11*4% Nts. 
1995 £562.50 

Grindlays Eurofm. Gtd. FItg. Rata 
Nts. 1994 S271.25 
Hapoalim InL Gtd. FItg. Rate Nts. 
2000 $212.49 
Huntingdon InL 1.9p 
I & S Optimum Inc. 1_B5p 
Japan Dev. Bank 8H% Gtd. Nts. 
1995 S4313S 

Marubeni InL Fin. 6*2% Dual 
Currency Y/S Bd. 1997 Y650000.0 
Do. 91* % Gtd. Nts. 1994 5912.50 
Mazda Motor Rig- Rale Nts. 

Aug. 1996 Y 104507.0 

Pearson Sterling Fin. 104|% Gtd. 

Bd. 2002 £537.50 


Sanderson Electronics 5.4p 
Votox 6.5p 


■TOMORROW 
Bass 1i65p 


■WEDNESDAY FEBRUARY 10 
Amer. Express $035 
Baggeridge Brick 2.375p 
Conversion 9^ % 2001 £4375 
Pars to rp Free S SKr4.55 - 
Readfcut InL 0.63p 


■ THURSDAY FEBRUARY 11 
BTP 3.2Sp 

Chubb Security l.5p 
Latham (James] 1.5p 
Storehouse 2.5p 
Tomkins one 8p 


CONFERENCES & EXHIBITIONS 


FEBRUARY 25 & 26 
Intellectual Property Rights ft 
Standards hi TdDcommt rtc^on s 

If you »re involved with tbc application of 
standards, bringing products to market, 
supplying components, or negotiating 
licensing agreements - this conference 
will provide yon with the essential 
mfonnation on the new developments in 
Europ e . Ctontacc Alex Leslie. C ormn ed 
Publishing Lid. Tel: 0717333456. 

LONDON 


MARCH 8& 9 

World Pharmaceuticals 

The conference will ereader the duBengea 

changing economic cJinutc. bow the 
industry is responding to the need to 
h al itiwn ed iics with business a upu s ts and to 
win both political and public confidence. 
Enquiries: Financial Times. Tel: 071 814 
9770. Fax: 071 873 3975/3969. 

LONDON 


FEBRUARY 26 

The Japanese Economy At A 
Crossroads? Prospects To 
1995 & Global ImpBcatfons. 

A half-day briefing convened by The 
Royal Institute of (ntetnxtknal Affaire and 
The European hwritote of Japanese Studies 
at The Stockholm School of Economics. 
To be hdd at Chatham House. London. 
Enquiries; RIIA Conferences. 

Tel: 071957570a Fax: 071957571a 
LONDON 


MARCH 9 - 

Selling Your Business To 

Management 

Guidance through all aspects of 
management buyouts, indwfing benefits 
and pitfalls of an MBO approach to 
divestment. Speakers: bn Smitfa and The 
Lyle. Livingsone Fisher pic. 

Enquiries: CIMA Masceroouiscs. 

TeL 071 637 231 L Fax: 071580 699a 
LONDON 


MARCH 11 

Logistics For Corporate 
Profitability 

The Intercom! nental Hotel, London. 
Successful companies explain how Cost- 

Single Market and beyond gives them a 
oompatH wc advantage* Keynote ipcakij. 
Jack Edwards. Preadcnt. ltd Corporatio n. 
A Conference Board Europe meeting. 
Contact: Jane Campbell in Brussels. 

TeL- 323640624a Fax: 312/640673$. 

LONDON 


MARCH 19 
Regulatory Strategies: 

Controls And Responses In 
British Regulation 
London School of Economics. One day 
conference suitable for professional 
reg u l ato r* and those directly or i ndirectly 
affected by regtdamey regimes: Fee: £200. 
Contact: LSE Short Courses Office. 
Hongton Street. London WC2A 2AE. 
TeL 0719557227. ficc 0719557676: 
LONDON 


MARCH 2 & 3 

Transport In Europe -Creating 
The Mtesbucture For The Future 

Hie co nfide nc e wfl cumiuc a IhihJ nny of 

improvements nd the development of pm* 
European lotcgrated transport systems. 
Enquiries: Ruanda] Times. TeL 071 
814 9770. Fax: 071873 3975/3969. 

LONDON 


MARCH 9 & 10 
Profiting From Total QuaBty 

The Intercontinental Hotel, London. How 
quality companies maintain market 
Icoderahip and meet the ever-iacreasiag 
customer demands of the 1990s. Keynote 
speakers: Sir Bryan Nicholson and 
Professor John HockctL A Conference 
Board Europe m eeti n g 
Conner Jane Campbell in Broads. 

TeL 32-2/6406240. Fax: 324*406735. 

LONDON 


MARCH 15 

BS And External Information 

This one day conference explores the 
potential of LT. to radically improve dm 
process of collecting, analysing and 
sharing external business information. 
How BIS and related systems can improve 
the quality, scope and relevance of this 
infor mation 

Contact; Business Intelligence. 

TeL 081 544 1830. Fix: 081 544 9020 

LONDON 


MARCH 23 & 24 
The Food & Drink Industry 
The aim of this year's meeting Is to 
provide s high-level forum to disenss 
strategies for ftttnte growth, look at the 
structural changes taking place and 
discuss relationships between 
manufacturers, retailers and co n s um ers. 
Enquiries: Fuutarial Times. TeL 071 
814977a Ffoc 071 8733975/3969. 

LONDON 


MARCH 3 

Foreign Boctange Options Gauss 

Intensive one-day course covering various 
aspects of the FX Option Markets: 
Trading Strategies. Forward Arbitrage 
Calculations, Pricing Models. Hedging, 
Volatility E xposu re & Time Decay. 

Venae: ChnX*ifecScfcaoefok,Gnnt)ddge. 
£345 (I day), £595 (both days). 

Contact: Kathy Page, Brady Financial 
Seminars. TeL (0223142325a 
CAMBRIDGE 


MARCH 10-11 

Interest Rate Risk Management 

Course 

Day 1: Yield Curve cantfrection and Bisk. 
Basic and Derivative Instruments. IXy 2: 
Risk Models. Hedgi n g Bisk: and De ri vative 
Instruments, Trading workshop a eiainn . 
Veane Cambridge Science Padc.OndxMgc. 
£345 (1 day only* £595 (both days). 
Contact: Kathy Page, Brady Financial 
Semina. TeL (0223)42325a 

CAMBRIDGE 


MARCH 15-16 
5th In te r na tional Lite Insurance 
C on f e rence “Putting The 
PoOcyhofctar First" 

An exploration of the ways aod m e* it s In 
which the industry is changing itself to 
me et the exp e c t a tio n* of its muco me cs. 
Contact: Anna Pearson, La Kerry 
Crmfere a re s London. 

TeL 071782059a 
Fax: 0717820596. 

LONDON 


MARCH 23-26 

Total QuaBty Management: 

The Right Way To Manage 
WiU!arn E Conway 
Bill Conway, the Bret Western CEO to 
i nipkm tfm Ac T Vaiiu g philosophy in the 
West, will present his Right Way To 
Manage Seminar. People of all levels can 
learn from his knowledge and torn 
philosophy into practice. Conta ct; Mike 

ntH imnr p & AwiCBtBS IlH 

TeL (OS 1)858058. Rue (062 1)830972. 

BIRMINGHAM 


MARCH 4 

Tomorrow’s Systems, Today's 
Choices 

This one day conference shows how LT. 
departments can successfully manage 
redmofogkal change to men ament and Body 
txcanca needs. The conference Muaifa * key 
trereh rod dcwdnpryics which aganfaatiooa 
sms consider and explores how this aitieaJ 
planning process can be beat managed. 
Contact Besioeaa IntefligeBcc. 

TeLOSI 544 183a Fit 081 544 9020. 

LONDON 


MARCH 10-11 
Know Your Co m pet i tor s : 
C ompetito r tntaHlgenco & 
Analysis toe. Benchmarking 

A practical two day semlnai/woikaliop 
from die UKa No 1 sped alters. Practical 
case exercise s , successful case studies. 
Guest speaker who is head of a major 

Contact: Patricia Donnard, EMP 
toeffl g eo c e Service. 

Tel: 071 4875665. Far 071 935 1640. 

LONDON 


MARCH 16 & 18 
Annual Hours: Ons Day 
Seminars 

No one today can ignore the savings and 
productivity gains achievable through 
Animal Hours. Hear fin hand e v iden c e 
(from companies such as Philips) and 
learn its scope and application from 
Britain's leading practitioners. 

Contact: Philip Lynch Associates. 

Teh (0904)623703. Fax: (0904)627538. 

MANCHESTER & LONDON 


MARCH 25 

Dwaloplng An LT. Strategy For 
Marketing 

This one day conference shows how to 
develop a co o tdiart ed s o s to gy to transform 
the effectiveness of sales and marketing 
through the use of l.T. It explores 
practical management hones which need 
to be resolved in order that companies can 
ma ke a creative use of systems. 
fmiw ih d MM imcffigcnoc. 

Teh 081 $44 1830. Fax: 081 5449020 

LONDON 


MARCH 4 -JUNE 3 
Contemporary Europe 
LwdOn Sdaxd of Econom i cs. A series of 
12 evening seminars on Contemporary 
Europe. The seminars are suitable for 
Diplomats. Civil Servants. Business 
Executives, Journalists and others who 
wish to Improve their undemanding of 
current developments in Ihe European 
Community. Foe: £475. Cutset: Shot 
Cmrees Office (Rosalind Tucker). 

TeL 071955 7227. FSuc 0719557676: 

LONDON 


MARCH 10-12 

European Business In formation 
Conference & Exhibition 

Information ia key to making business 
dec i si o ns. This conference and exUbUon 
is Cor those researchers and information 
specialists responsible for (racing 
business, company and financial 
information In Europe. Senior delegates 
from Europe and US. 

Oomarr Jenny feiy, TFPL Lid. 

TeL 071 2S1 SS22. Fee 0712S1831& 

LONDON 


MARCH 18-19 
Ge og ra phic I nfbnnHo n 
Systems: Mapping Business 
For Tha Future 

TUs vwhw Investigates the wealth of 

opportunities arising due to the emergence 
of GO from their eartologienl niche. Into 
the domain main alrcam b ro ineae tooh. 
fV y wrr Unicorn. 

Tel: 08952S6484. Fax: 089S813095. 

LONDON 


MARCH 30 

Strategic Alliances Conference 

Alliances are back on the Earopcnn 
agenda, bat the risks are formidable. Yon 
most have dear objectives, find foe right 
partner invest fa oimgiag tbo 
relationship. Coses from Menaty. DHL, 
Olivetti, Hover and United Distillers. 
Contact: A c qn h l rio n s Monthly. 

TeL OH 823 8740. Fax: 07 1 581 4331. 

LONDON 


MARCH 18-19 
fT Fbr HarkaUng: Exploiting 
The Business Potential Of Your 
Customer D ata b ase 

The effective management of Cnstomm 
infonmhai as a strategic tasomee ia the 
key dmeoska of marketing in (ho 1 990‘s. 
Top level speakers discus latest 
techniques and technology, 

Contact: Unicom, 

TeL 0895256484. Fax: 0895813095. 

LONDON 


MARCH 30-31 
European Otstrfoutlon And 
Logistics: The IT Strategy 
The move to a laamnon market mid the 
advent of Pan -European organisations 
present major dullogcs fat cHstribntiQH 
and logistics. This seminar provides 
senior nwnagmirjg with a review of IT 
a rattgits via ^aenssk m and case stndiea. 
Ounce Unicom. TeL 0S9S2S64S4, 

Fax 0895 813095. 

LONDON 


Education, subject Special 
educational needs. Witnesses: 
Council for Disabled Children, 
Royal National Institute for the 
Blind, Association for all Speech 
Impaired Children, Spastlcs 
Society (4.15pm, room 8). 

Health, subject: Community care. 
Witnesses: national association 
of health authorities and trusts, 
association ol lundhokting 
practices (4.15pm, room 21). 
Public accounts, subject 
Advances to health authorities 
in England. Witness: Sir Duncan 
Nichal, chief executive, NHS 
management executive (4.15 pm. 
room 16 ). 

Agriculture, subject: Effects ol 
the beer orders on the brewing 
Industry and consumers. 
Witnesses: Campaign for Real 
Ale, National Licensed 
Victuallers' Association, National 
Association ot Licensed House 
Managers, Home Office (4.30pm, 
room 6). 

Employment subject Export of 
jobs. Witness: British Aerospace 
(4.30pm, room 20). 

Scottish affairs, subject Future 
of Scotland transport links with 
Europe. Witnesses; Mr Ian Lang, 
Scottish secretary. Mr Robert 
Freeman and Lord Caithness, 


Control Techniques, Ty Rheoil. 
Unit 79. Mochdre Indl. Estate. 
Newtown. Powys. 12.00 
Dobson Park Indk, Ironmongers 
Hall, Shaftesbury Place. E.C., 
11.00 

Tomklnsons, St Mary's Church. 
Kidderminster, 124)0 
Union Square, 20, Ferringdon 
Road. E.C., 10.00 
BOARD MEETINGS: 

Finals: 

British Petroleum 

CRy Merchants Wgh meld TsL 

Crest Nicholson 

Drayton Far Eastern TsL 

Finsbury Smaller Co’s 

General Cons. Inv. TsL 

Lonrtw 

River & Mercantile TsL 

Interims: 

BT 

Industrial Control 
Nawmarfc (Louis) 


M FRIDAY FEBRUARY 12 

API 4.45p 

Berkeley 1.65p 

Booth Inds. 0.7p 

Britannia Bldg. Scty. FItg. Rate 

Nts. 1996 (1992 tss.) $181.53 

Forminster 4.04p 

Gibbon Lyons 2p 

Hunter Saphir 0.5p 

Pail Corp- $0.08 

Radio Clyde 5.2Sp 
Sea pa 1.6p 

Scottish Inv. TsL 3.02p 
Scottish & Newcastle 5.76p 
Skopbank-FinnEsh Savings Banks 
Assoc. SerA Und. Sb. Var. Rate 
Nts. $113.40 
Do. Ser.B $113.40 


MARCH 31 -APRIL 2 
E me rgtog Mi a ha t aflto a ti ucl uih ig 
The Energy Industries 
Of East Europe And The Fenner USSR 
Eighth Annual PbnEcoo. DRl/McGraw- 

H21I conferences with CCOwo mt C miOBterl 

from tho region, fnad managers, oil 
executives, and no t ed experts. 

Contoct: Corinne Redontet. 

TeL 081-545-6212. ' 

LONDON 


APRIL 19-20 

Investing tn Privatised Rail 

Services 

A practical examination of the financial 
and buxines* a»pcxas of the priv atisat io n of 
British Rail. Speakers include Roger 
Freeman MP and Hugh Rees European 
GommiKaofL 

Enquiries: (CM Marketing Ltd. 

Tel: 048337107. 

LONDON 


APRIL 20-21 
Ec on omic Briefing For 
Directors And Senior Managers 

An opportunity to i n c rease, awareness of 
borincs* isaoes In today 1 * e con o mic This 
attractive senriow will focus an: Prospects 
(or the UK; Challenges for Europe; The 
foirocial world; (Bobaln a J a g re faticnatapa 
aid Events in USA and Japro. 

Contact: Dr Joseph Nellis, Canfield 
Sdmolof Management. 

Tefc Q234 751122. 

CRAN FIELD 


JUNE 28- AUGUST 6 
London School Of Economics 
The LSE b offering a selection of hncnstve 

and examined three week summer comes 
in the areas of International Studies, 
Philosophy. Criminology and 
MangfncA Statable for those in private 
and public sectors seeking to update or 

Contact: Nicola Meskin. LSE, Houghton 
Street. London WC2A2AE. 

Tet 071 955 7533. Fax: 071 955 7675. 

LONDON 


INTERNATIONAL 


FEBRUARY 10 & 11 
Europe- TTie Way Forward 
The aim of ihe Rnn is to look u growth 
prospects in Enrape, Ihe framework for 
economic end sumoiary policies, as well 
as trade and competition policies and the 
ind u st rial challenges andarategfa. 
Enquiries: Financial Times. 

Tefc 071 814977a 
Fax: 071 873 3975/3969. 

PARIS 


TO ADVERTISE IN THIS SECTION PLEASE CALL ALISON PRIN ON 071 407 5752 


ministers of stale for transport 
(4.30pm .room 18). 

Home affairs, subject Juvenile 
offenders, witnesses: Association 
of Chief Police Officers. Mice 

Superintendents Association and 

Police Federation (4.4Spm. 
room 17). 


■ THURSDAY 
Commons; Home Office 
questions. Questions to the Prime 
Minister. Local Government 
Finance (England) Special Grant 
Report, motion. Maximum 
Number of Judges orders. Civil 
Jurisdiction and judgments Aci 
(Amendment) Order. 

Lords: Asylum and immigration 
Appeals Bill, committee. Social 
Security Benefits (Amendments 
Consequential Upon the 
introduction of Community Care) 
Regulations. 

Select committee: Social security, 
subject Disability benollts. 
Witness: Mr Nicholas Scott, 
minister of stale for social 
security and disabled pooplo 
(10.30am, room 21). 

■ FRIDAY 

Commons: Backbench business 
- Representation of the People 
(Amendment) Bill. 

Lords: Nol sitting. 


Pantheon 
Symonds Eng. 


■ FRIDAY 
FEBRUARY 12 
COMPANY MEETINGS: 

Radio Clyde, Clydebank Business 
Park. Clydebank. 12.00 
BOARD MEETINGS. 

Finals: 

Alexanders Htdgs. 

Angto a Overseas TsL 
Lloyds Bank 


Company meetings are annual 
general meetings unless 
otherwise stated. 


Please note: Reports and 
accounts are nol normally 
available until approximately six 
weeks after the board meeting 
to approve the preliminary 
results. 


Sterling Inds. 1.5p 

Sumitomo Bank InL Fin. Gtd. FItg. 

Rate Nts. 2000 5102.22 

Tesco Cap. 9?s Cv. Cap. Bd. 2005 

4.5p 

Vega0.87p 
Vodafone 3.43p 


■ SATURDAY FEBRUARY 13 
British Gas InL Fin. 8*a% Gtd. 
Bd. 1997 Ecu 83. 75 


■ SUNDAY FEBRUARY 14 
Ball (A.H.) 2.2p 
Guaranteed Export Fin. Corp. 

11 VA Gtd. Nts. 1994 £1125.0 
Norway (Kingdom of) 5 H % Nts. 
1997 Y53750.0 


MARCH 30-31 
Inform a tion Technology And 
The Law 

Top tow fiuns sod enterprises keep you 
op-to-date with pan-European IT. 80% of 
our bookings are corporates. Plus - The 
EG how RftD agreements will boon 
tottinett with the US and Japan. 
Enquiries: John Ramsey, Managing 
ImeHectaal Property. 

Tefc 071 7798534. Fax: 071 7798603. 

LONDON 


FEBRUARY 24 -26 
Private Investment In 
Independent Slovakia 

Tin Prime Ministo and other Marioas present: 
Pri vati s ati on, Finance. E conom y , Tcropog & 
Oman, Environment, ihcGowcrntDCDt prpgrait 
and tic experiences of successful investors. 
For info or to register contact: HC&CS. 
PrietnyselnJ 6, 824 90 Bratislava. Slovak 
Hepatite. Tefc (427)65783. Fax: 215527. 
BRATISLAVA, SLOVAK REPUBLIC 


MARCH 11 

EC Romania Business Forum 

Up-to-date intrt l j g enw on industrial and 
commercial opportunities in Rrenxnii (or EC 
companies. Top speakers from Romanian 
Government and Mnorics, EC Coanmsaoa 
andBCiodasny. Opaacdby BCQxnoxssicn. 
Contact: Soci£t<£ Generate dc 

Dfvekjppemenl SA. Tel: -»32 2 512 
4636. fiuc +3225124653. 

BRUSSELS 


MARCH 11-12 
DflVMcGraw Hill's International 
Economic Outlook Co nference 
DRfs baenutiaol Economic Service provkfcs 
company cansncs w&h decided assessments 
onhepeapectB for maria, financial and <ro& 
concBtktat. and the principal risks ahead. 
The conference will address these homes 
for the main mtenatioial economies. 
Co mer Corinne RedoancL 
Tefc 081 545 6212. 

FRANKFURT 


MARCH 16-18 
Internat i onal Gaming Business 
Exposition (JGBE) Europa ■93 

IGBB Bon^xi *93 Is the only major European 
exhi b ition ooehgtvdy for ihe carino {pnmq; 
industry. IGBE Europa showcases all 
major prodotu and services of imparlance 
to the casino, Special events will be held. 
Contact: FJl ec n B. Baird. 

Phone (USA) (203) S52-050Q. ext. 107. 
Fax (USA): (203) 838-3710. 

MONACO 


MARCH 19 

European Human Resources & 
Personnel Management 

TUs conference explores the development 
of personnel aod human resources 
strategics in the Single Martct and beyond. 
Speakers include the person oc! director of 
British Nuclear Fuels and the bead of 
personnel at the European Ceram tssion. 
Contact: Lucinda Halloa. Rowlands 
•““national. Tel: (352)463357. 

LUXEMBOURG 


EXHIBITFQNS 


FEBRUARY 9-1 1 
Intefliated Com m u ntead ona-ITta 
ISDN User Show & Conference 

Effective use of ISDN is foe theme of this 
event nt Wembley. Exhibitor* include 
BT. IBM. Fujitsu, PTT Netherlands with 
leading conference speakers from Ifac 
European Commission DG XIII. France 
Tdccom. Sciraem & ETSL 

Lowndes ExMritions. 

TU: 07333M304. Fax: 0733 30000 
LONDON 
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T he ping-pong table and 
arcade-style video game at 
the centre of General Rfae- 
Ic's Silicon Valley offices 
are reminiscent of the early days at 
Apple Computer, when Steve Jobs 
parked his motorbike in the lobby 
and the foyer was furnished with 
games and a grand piano. 

This young company, which has 
been a hot topic of computer indus- 
try rumour ever since it was formed 
three years ago. will for the first 
time discuss its technology today - 
software for “personal communica- 
tors", pocket-sized devices that will 
enable users to send and receive 
electronic messages. 

So high are expectations For this 
fledgling that many in the industry 
believe it has inherited the innova- 
tive spirit of Apple Computer 
where several of General Magic's 
managers played roles in the devel- 
opment of the popular Macintosh 
personal computer. 

Indeed, General Magic has much 
in common with the 1980s genera- 
tion of Silicon Valley entrepreneur- 
ial ventures that created the per- 
sonal computer and the software 
programs that have put computers 
on millions of desktops: the casual 
style, the young engineers who 
seem to thrive on working all night, 
and most importantly a passionate 
belief that this is a company that is 
going to “change the world”. 

Yet General Magic is also strik- 
ingly different, notably because of 
the way it is developing a network 
of partnerships. 

Unlike the fiercely independent 
spin-offs of the 1970S and 1980s, Gen- 
eral Magic is built on alltawwi W jtb 
some of the world’s largest high- 
technology manufacturers. 

“Ten years ago, we were in our 

Maintaining such a 
complex set of 
relationships with 
companies that have 
different cultures and 
are competitors 
has not been easy 

20s. and the industry was very dif- 
ferent. We never gave a thought to 
co-operation. We were going to take 
over the world. We felt so strongly 
that we were in control of our des- 
tiny,” recalls Joanna Ho ffman , now 
vice president of marketing at Gen- 
eral Magic, who was a principal 
member of Apple’s Macintosh 
design team. 

"Today, the industry is far more 
complex. There Is a web of relation- 
ships in which companies co-oper- 
ate and compete at the same time,” 
she says. 

General Magic’s partners are 


Louise Kehoe looks behind the fanfare accompanyin; 
today's launch of a new-style Silicon Valley start-up 

Rebels turned 
diplomats 


Apple Computer, AT&T and Moto- 
rola of the VS, Sony and Matsushita 
of Japan and Philips of the Nether- 
lands. All are General Magic inves- 
tors, and all have licensed the com- 
pany’s technology for use to their 
own ftiture communications prod- 
ucts and services. 

Like most new ventures in S ilico n 
Valley, General Magic is a spin-off. 
Its genesis was in Apple’s Advanced 
Technology Group, where Marc 
Porat, now president and chief exec- 
utive of General Magic, was 
attempting to develop ideas for 
products “beyond the personal com- 
puter”. 

But in contrast to the legal 
recriminations that accompany the 
departure of would-be entrepre- 
neurs from many com panies , Gen- 
eral Magic’s founders received 
Apple’s blessing and encourage- 
ment in the form of an equity 
investment and technology licen- 
sing agreement 

From the beginning. General 
Magic set out to form affiances with 
“world standards setters”, compa- 
nies that could each bring a wealth 
of experience to bear upon the chal- 
lenge of creating a new industry. 
This common goal has “transcended 
rivalries” among the partners, an of 
whom have invested in General 
Magic in return for technology 
licences, says Hoffman. 

“All of the partners are treated as 
equals,” she insists. That sal d. Gen- 
eral Magic remains coy about the 
size of its partners’ Investments and 
holdings in the company except to 
say that all have the same gover- 
nance rights, with membership of 
the board of directors, and all have 
reached identical technology licen- 
sing agreements with General 
Magic. 

Ho ffman admits that maintaining 
such a complex set of relationships 
with companies that have different 
cultures, and which in some cases 
are direct competitors, has not been 
easy. 

The original plan to invite affi- 
ance members to station their rep- 
resentatives in General Magic’s 
offices was scrapped when the com- 
pany fonnd itself becoming “an 
arena in which the contradictions of 
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Matsushita Electric 



the cooperative yet competing rela- 
tionships among aiiianop members 
were played out,” she says. “We had 
to put a stop to it, and we did.” 
Visits by the engineering teams 
from different partners now seldom 
overlap. 

Cer tain areas of General Magic's 
offices were off limits to representa- 
tives of the alliance partners so that 
they would not see each other's pro- 
totype products. And General Mag- 
ic's own employees, many of whom 
rump from enviro nmen ts in which 
sharing of information is encour- 
aged, had to learn to be more cir- 
cumspect. in part this is a matter of 
tact, Hoffinan explains. The bigger 
issue is that alliance partners do 
not want each other to know details 
of their product plans for General 


Magic software. 

One of the most noticeable differ- 
ences between General Magic and 
parlier start-ups is its penchant for 
secrecy. Whereas most young com- 
panies, especially those in the soft- 
ware industry, are all too eager to 
boast about their products, even if 
they have yet to finish develop- 
ment, General Magic has gone to 
the opposite extreme. 

Although rumours have swilled 
around the company ever since it 
was formed. General Magic has 
managed to keep the identities of 
some of its partners and the details 
of its technology to itself. This is a 
remarkable feat in the gossip mill of 
Silicon Valley. 

“It also creates a mystique,” Porat 
acknowledges with a smile. Indeed, 


media management seems to be one 
of the talents that General Magic 
has inherited from Apple where the 
new company’s founders also learnt 
that public attention can be a dis- 
traction. “We are preparing to do a 
lot of traffic control." in the wake of 
today's announcements, Porat adds. 

The coyness, meanwhile, could 
not last indefinitely, as General 
Magic's partners found it increas- 
ingly difficult to keep their involve- 
ment under wraps and began to 
seek the involvement of third par- 
ties such as applications software 
developers, Porat ex p lains. 

Porat is nevertheless anxious to 
limit expectations. General Magic 
has refused to participate in the 
publicity created by others in the 
Industry who have promoted the 
potential of personal communica- 
tions devices to create a vast new 
industry. 

"I am a walking antidote to 
hyperbole and hysteria,” says Porat 
“The public is tired of promises that 
the high-tech industry does not live 
up to,” he adds. 

It may be a decade before General 
Magic's vision of intelligent per- 
sonal communications becomes 
reality, be stresses. 

His colleagues who were involved 
in the development of Apple Macin- 
tosh remember the bitter disap- 
pointment that they felt when the 
first version of their product foiled 
to live up to sales expectations. Ten 
years later, the Macintosh is the 
core of Apple's business and their 
contributions to the development of 
the personal computer industry 
have been widely acknowledged. 

Such patience is also rare in a 
new venture. However, General 
Magic has the unusual advantage of 
financial backers who are looking 
for long-term results rather than a 
quick financial return. A potential 
problem is that this could postpone 
opportunities for General Magic’s 
employees to in their stock, 
thereby putting a damper on the 
enthusiasm that drives the venture. 

For the moment. General Magic is 
caught up in the excitement of its 
first public performance. It is trying 
to create a brave new world in 
which “personal communicators” 
are as ubiquitous as the telephone. 

General Magic's ownership and 
management structure is certainly 
a formidable challenge. But perhaps 
the biggest question mark is 
whether it can define a new market 

The trick that the enmpwny has 
yet to perfect is to bring such tech- 
nology to the twbkkps, “those whose 
personal use of high-technology 
does not reach beyond the car, the 
television set and the telephone,” as 
Porat puts it “We want to make 
technology that people will wel- 
come into their lives rather than 
being a source of stress,” says Bill 
Atkinson, General Magic chairman 
and co-founder. 


A new buzzphrase is entering 
the European lexicon of 
industrial jargon - the 
“virtual factory”. The concept 
is already common among US 
management experts to denote 
bow companies can rejuvenate 
themselves by tapping sources 
of external expertise, rather than 
duplicating it themselves. 

Now, however, those 
high-powered researchers at 
Insead, the French-based 
European Institute of Business 
Administration, have concluded 
that the virtual factory idea could 
be one answer to the perennial 
problem of Europe's global 
competitiveness. 

Insead's just published 
hi-yearly survey* of 
manufacturing strategies - based 
on data from 108 big European 
industrial companies - 
acknowledges that companies 
have now absorbed the principles 
of customer-driven manufacturing 
such as total-quality management 
or just-in-time practices. 

The strategy has paid off in 
terms of performance 
improvements on the factory 
floor. Hie big problem, though, 
is that ft has not bolstered the 
competitive position of European 

Tnaw nfeet nrlTig 

inegnd admits that th* 
economic environment must be 
one reason why manufacturing 
improvements have not been 
translated into profits or 
increased market shares. But 
perhaps, it suggests, there Is a 
more struc tural reason. 

This is that all manufacturers 
worldwide have adopted the same 
sort of techniques - known 
collectively as “lean 
manufacturing” and borrowed 
or adapted from the Japanese 
- and are now fi ghting on a level 
field. Something extra is required 
If a manufactur er is to g»hi 
competitive advantage. 

“Finding this new way of 
manufacturing is perhaps less 
easy for Europeans than in the 
past." says Insead. “We have gut 
used to looking east for examples 
of outstanding manufacturing. 
But even Japanese manufacturers 
do not seem to have a clear 
picture of what looms beyond 
the horizon.” 

According to the survey, the 
best of Europe’s senior 


Virtual factory 
takes shape 

By Andrew Baxter 


manufa cturing managers are now 
integrating manufacturing within 
the value-added chain, both with 
other functions in the company 
and with suppliers and customers. 

This is what Insead calls the 
“virtual factory" - a factory 
which performs its task of 
transforming materials and 
components into valne for the 
customer by using resources 
outside the manufacturing 
function itself. The resources of 
the suppliers, marketing and 
sales, engineering, even the 
customer, have to be mobilised. 

According to Insead. its 
discussions with managers reveal 
concepts such as virtual logistics. 
Responsibility for the Dow of 
goods and organisation is 
assigned to a virtual logistics 
manager, but without giving that 
person a logistics organisation. 

Hie implications for the 
manufacturing manager are 
significant “The concept of a 
virtual factory requires that tasks 
get carried ont by networks of 
resources Inside and outside 
manufacturing,” says Insead. 

“These networks will not 
emerge spontaneously but require 
manufacturing managers to pay 
attention more than ever to 
relations with their peers and 
partners." 

Unfortunately, Insead’s 
evidence suggests that most 
European manufacturers are not 
yet ready for the task, which 
depends on three conditions: a 
dear and shared virion 
throughout the organisation, an 
unambiguous commitment to 
the improvements of human 
resources, and a reasonable 1 
willingness to experiment with 
new manufacturing methods. 

But, says the report, there 
seems to be insufficient 
investment in all three areas to 
reach the ambitions goals of the 
virtual factory. 

As with lean manufacturing, 
though, the big question may 
be whether European companies 
can gain any competitive 
advantage from the virtual 
factory. 

* Creating the Virtual Factory, by 
Amoud De Meyer. Available free 
from Insead, Boulevard de 
Constance, 77305 Fontainebleau 
Cedex, France. 


When you get near the top you 
see things differently 
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Flood 

control 

scheme 


MOTT MACDONALD has been 
commissioned by the National 
Rivers Authority (Anglian 
Region) to design and super- 
vise construction of the fourth 
and final phase of the £20m 
barrier banks project - this 
focuses on the northern and 
central sections of the banks. 
The 65km barrier banks in 
East Anglia protect up to 
75.000ha of agricultural land 
and have a history stretching 
back some 300 years when 
drainage of the Fens began. 

Remedial works for the final 
northern and central phase 
will involve the removal of 
cracking clay sails and their 
replacement with imported fill 
and reprofUing of significant 
lengths of embankment using 
imported material, some of 
which has been won locally. In 
order to transport materials to 
the site some 10km of haul 
roads (generally granular sub- 
base over geotextile) will have 
to be constructed, in addition 
to the 35km already provided 
in earlier phases. 


Longman headquarters 
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An architect's Impression of the new headquarters braiding for the Longman Group in Harlow 


BRYANT CONSTRUCTION has 
won a £21m contract to build 
the international headquarters 
in Harlow, Essex for Longman 
Group, a member of the Pear- 
son Group, owner of the Finan- 
cial Times. 

Next to Longman's existing 
Harlow headquarters, the new 
block, designed by architects 
Conran Roche, will be six 
storeys high, over 170,000 sq ft 
and have a roof garden, conser- 


vatory and restaurant. The 
design team has developed a 
naturally ventilated building 
which relies primarily on pas- 
sive measures bo save energy. 

The building plan places 13.5 
metre wide office floor plates 
on either side of a 12 metre 
wide atrium. Both sides of the 
office areas have opening win- 
dows so that air can cross- ven- 
tilate from the outside and into 
the atria where a natural stack 


effect is created to assist in the 
general movement and vent 
the heated air at high leveL 

At night the process is main- 
tained to cool exposed concrete 
soffits in the offices to offset 
hwat gain during the day. 

Windows in both the exter- 
nal and atrium walls are at 
high level to allow as much air 
as possible to pass over the 
slab. Windows at low level will 
give localised control. 


£50m orders for Willmott Dixon 


BERSE CONSTRUCTION has 
won contracts worth about 
£23m from four of the major 
water companies. 

The largest contract valued 
at £4.5m is for Anglian Water 
and comprises the civil engi- 
neering and building works for 
a new wastewater treatment 
plant at Cleeihorpes. This is an 
extension to an existing £3^ra 
contract for the mechanical 
and electrical plant and equip- 
ment at the same site. 

A contract worth £3£m to 
design and build a water treat- 
ment plant at Winterton has 
also been secured from the 
same client. 

Kent warehouse 

FRENCH KIER ANGLIA has 
won a £9.7m design & build 
contract for a 20,000 sq metres 
transit warehouse for Seacon 
Holdings at Tower Wharf, 
Northfleet, Kent. The ware- 
house will extend over the 
Thames on a reinforced con- 
crete deck, supported by steel 
tubular and cased piles. 


WILLMOTT DIXON building 
companies have won contracts 
valued at more than £50m in 
the final quarter of last year. 

Willmott Dixon Symes has 
recently begun contracts val- 
ued together at £4.7m. They 
include the refurbishment of 
offices in Conduit Street, WL 
for Olympic Airways; repairs 
and upgrading works to two 
generating stations for London 
Underground; refurbishment of 
premises for London Electric- 
ity; and the design and con- 
struction of a Home base store 


in the borough of Wandsworth. 

Willmott Dixon Eastern has 
new work valued at £750,000. In 
Cambridge a sports pavilion is 
being built for Cambridge Uni- 
versity Press, and in Welwyn 
alterations are being carried 
out to a building belonging to 
Smithkline RpMham Pharma- 
ceuticals. 

Birmingham-based Willmott 
Dixon Midlands started 1993 
with six new contracts worth 
around £9m. They are for a 
new accident and emergency 
department for the East Bir- 


mingham Hospital NHS Trust; 
a Friendly Hotel in Loughbor- 
ough; and four housing associ- 
ation projects to provide 80 
homes for rent in Bir mingham, 
Coventry and Wolverhampton. 

Willmott Dixon's three spe- 
cialist housing companies have 
recently won 10 contracts 
worth more than £26m. They 
include a £6m project on the 
site of the former Petivale Hos- 
pital which will provide a con- 
sortia of three housing associa- 
tions with an additional 150 
homes. 


■ Ian Grant, a non-executive 
director of the Royal Bank of 
Scotland Group, has joined the 
board of Banco Santander. 

The decision to add a second 
Royal Bank director to San- 
tander's board - Royal Bank 
chairman Lord Younger has 
been a director for two years - 
follows growing rumours that 
the Spanish bank was contem- 
plating selling its 93 per cent 
stake in the Scottish bank. 

Santander used the occasion 
of Grant's appointment to its 
board last month to r eaffir m 
its commitment to the anfamew 
with the Royal Rank which has 
a 1.5 per cent stake In San- 
tander. A Santander spokes- 
man described recent stock 


market speculation that the 
links might be broken as “com- 
plete nonsense" and. said that 
the cross shareholdings are 
“long-term investments which 
are central to the unique alli- 
ance of our institutions". 

However, one analyst noted 
that if the Royal Bank were 
really intent on developing the 
relationship it should have put 
one of its executives on the 
Santanito- board. 

■ Victor Beamish, formerly 
managing director of WI Carr 
(Par East), a subsidiary of 
France's Basque Indosuez, has 
been appointed managing 
director of HG Asia Securities 
in London. 


For Beamish the move 
means rejoining a team he left 
in September 1987 when HG 
Asia was part of the UK-based 
stockbroker Hoare GovetL HG 
Ana, though, was bought out 
from Hoare's then American 
owner Security Pacific last 
Jane and is now owned by its 
employees, Hong Kong holding 
company Gnoeo, and Ameri- 
can broker Smith Barney, 
which has 20 per cent 
Beamish, 39, a member of a 
distinguished Irish rugby- 
playing family who has lived 
for spells in Hong Kong and 
Singapore, will be responsible 
for the continued development 
of HK Asia’s European, UK 
and North American business. 


Pastures new for Quest-Ritson 


Major road development in Derbyshire 


The Department of Transport 
has awarded a £ 19.4m contract 
to build a 9.2km dual carriage- 
way bypass of the villages of 
Foston, Hatton and Hilton on 
the A50 and A516 trunk roads 
in Derbyshire to MOWLEM 
CIVIL ENGINEERING, a divi- 
sion of John Mowlem Con- 
struction. 


The bypass forms part of the 
new A564 Stoke-Derby link 
road, a key sector of the new 
route between the Ml and M6 
motorways in the Midlands. 
The new bypass will run from 
the eastern end of the existing 
Sudbury bypass to join the 
A516 east of Hilton. 

A 3.5km trial length of the 


road will be of continually 
reinforced concrete pavement, 
with an exposed aggregate fin- 
ish. This form of concrete sur- 
facing is being used for the 
first time in the UK. 

The contract includes five 
overbridges, three under- 
bridges, side and slip roads anri 
flood relief culverts. 


Charles Quest-Ritson, a 
solicitor whose private passion 
for gardens recently found 
expression in a highly-ac- 
claimed book The English 
Country Garden Abroad, has 
joined Capel-Cure Myers Capi- 
tal Management to head up its 
financial planning arm. Capel- 
Cure Myers Financial Services. 

His move from a private law 
practice in the West Country to 
the private client stockbroking 
and fund management group 
by way of two years at an inde- 
pendent financial adviser. 
Advisory & Brokerage Ser- 
vices, was occasioned by a 
growing disenchantment with 
die legal world. 

“The law is not changing 
very fast When you reach a 
certain age and have learnt the 
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job, it is difficult to see where 
the challenge and excitement 
is supposed to come from in 
doing the s ame thing for the 
next 20 years. The courageous 
thing to do is to move on." 

The task at Capel-Cure 


Myers, where Quest-Ritson, 45. 
is in charge of a team of eight, 
consists less in discussing spe- 
cific investment vehicles with 
clients than in developing an 
overall strategy for them. He 
regards it as providing "a 
brain-box that works on an 
individual's personal circum- 
stances, and touches on things 
that would normally be cov- 
ered by accountants, lawyers, 
tax experts and so on". 

Meanwhile, his latest literary 
success took two years to 
research and write and grew 
out of a life-long love of gar- 
dening kindled at the age of 
nine when he first collected 
the school gardening prize - a 
trophy he carried off every 
subsequent term until be left. 
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convenient, free, and now over 300 companies' Report and Accounts are immediately 
available. 
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THAILAND-VIETNAM-HONG KONG 
CABLE SYSTEM 
MARINE ROUTE SURVEY 
REQUEST FOR 
EXPRESSIONS OF INTEREST 

OTO. as one of the Purchasers of the planned Thalland-Vletnam-Hong Kong 
Cable System (T-v-H) seeks, without prejudice, written Expressions ot 
Interest from competent and experienced sut) marine caUe marine route 
survey companies for the surveying of a viable route for the T-V-H Cable 
System, using modem, wide-snaffle side-scan sonar equipment 

The planned landing points for this cable system are Sri Racha (Thailand). 
Vung Tau (Vietnam) via a submerged branching unit, and Deep Water Bay 
(Hong Kong). It is expected that forma! tenders for the marine route survey 
will be called on 15 March 1993 with a dosing date of 16 April 1993, and 
with completion of the survey before the end of the fourth quarter 1993. 

Noting the particular requirements of this region. Including the procedures 
necessary tor the timely issuance of permits for the marine operations, 
marine survey companies that consider they have demonstrated experience, 
capabMes and capacity to undertake this work, are requested to provide 
melr credem&s by facsimile in no more than three (3) M pages of text no 
lata- than 1700 hours Eastern Australian Daylight Savings Time 
Wednesday 24 February 1993 to the following Purchasers' representative: 
MrG.L Sachs, 0TC Australia. &R0. Sox moo, Sydney. NSW 2001 
AUSTRALIA Fax 81 2 283 3052 Phone 61 2 287 5338. 


■ Bob GUbber>’ (above), 
formerly md of Hall & Tawso 
Southern, has been appointed 
md of Hall & Taw sc. part of 
RAINE; he succeeds David 
Vincent who has been 
promoted to group md. 

■ Sir Hugh Rossi, recently 
retired chairman of the House 
of Commons' environmental 
select committee, has been 
appointed a consultant to 
WIMPBY Environmental. 

■ John Purvis, Paul Ellyatt 
and Keith Winter have been 
appointed directors of WHITE 
YOUNG. 

■ Bob Tyler, formerly 
operations director for the 
Midlands region, has been 
appointed md of LOVELL 
HOMES. 

■ Tony Mitchell has been 
appointed operational director 
for the Scottish region of KIER 
CONSTRUCTION'S civil 
engineering division. Graham 
Mole has been appointed md 
of 161, a Kier Group subsidiary. 

■ Tim March has been 
appointed northern regional 
director for CLUCSTON 
CONSTRUCTION. 

■ Adrian Barden has been 
appointed to md of Builder 
Center, part of VVOLSELEY; 
Dennis Elliott has split the 
two roles and remains 
chairman and a director of 
Wolseley Centers. 

■ Ian Smith (below) has been 
appointed a director of OSCAR 
FABER SCOTLAND. 
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ARTS 



Design for VaHeta’s National Arts Centre by Bfehazd England with Konrad fiohagiar and David Felice 


Island fortified against ruin 

Colin Amery discusses sympathetic plans for a new arts centre in Malta 

If and when the opera hoose/arts 


M alta is stffl a glamor- 
ous island with a 
past that has left 
behind a remarkably 
rich architectural 
heritage. You cannot get away from 
the fact that the place is composed of 
limestone which has been used for 
ce n turies as the basic building mate- 
rial. This has given the iaianii a dis- 
tinctive unity, walls, bastions, fortifi- 
cations, palaces and churches fill the 
shyhna They are varied in style, but 
ail look as though they have grown 
from the earth. 

Malta has always drawn a rich vari- 
ety of travellers to its shores; poets 
and writers have followed a succes- 
sion of conquerors. Q was Coleridge 
who arrived shortly after the British 
had captured the island from the 
French in 1814 and wrote: “One's first 
feeling is, that this is an strange; and 
whim you begin to understand a little 
of the m eaning and the uses of the 
massy, endless walls and defiles, and 
then you feel and perceive that this is 
very wonderful. A city all of free- 
stone, ail the houses looking new; all 
with flat rods, the streets all straight, 
and at right angles to each other, but 
many of theJi exceedingly steep, none 
quite level; of the steep streets, some 
are stepped with the smooth stone. . . . 
the whole island looks like one mon- 
strous fortification ... the fortifica- 
tions of Valeria axe endless . . . such 
vast masses, bulky mountain breasted 
heights.” 

Malta is still a paradise for the mili- 
tary historian and even more of a 
paradise for the architectural enthusi- 
ast. There axe 300 churches in the 

group Of inlanrin and mon o an Still 

being built Piety and an enthusiasm 
for building seem to go together. 
Malta is fortunate in having a small 
but significant gro u p of architects and 
artists who appreciate its very special 
qualities. This is not to say that the 
island is unspoilt - one million tour- 
ists a year and a tendency for aspiring 
locals to move out of older parts of 
the towns and build new houses that 
could be built anywhere - is leading 
to a decline in standards. But the 

gmallnpgg of the Island means that 

the group of good designers and art- 
iste can have considerable Influence. 
One of the leading architects there is 
Richard England, who has made 
Malta his personal crusade. 

In London at the moment there is a 
small, colourful and ch eering exhibi- 
tion of his work, lifting the spirits in 
the London winter and offering a lot 
<tf encouragement to architects who 
believe, as I do, that it is perfectly 
possible to create new buildings in old 
places if the problem is approached 
with sensitivity, respect and love. 

It is some nine years since I last 
wrote about Richard England's work 
and it was fascinating to see in his 
exhibition at the Building Centre in 


Store St. WCl, how he has developed 
and changed. 

In a recessionary world where 
architects are finding it hard to sus- 
tain their practices, it is hard not to 
envy Mr England the range of his 
work. Building continues In Malta to 
house and cater for the successful 
tourist industry. There is money even 
for churches and opera houses, and 
England Is a leading contender for the 
rebuilding of the opera house in Val- 
eria. Surprisingly, Malta bad an opera 
house that was designed by Edward 
Middleton Barry - the architect of 
the Royal Opera House in London’s 
Covent Garden. He was commissioned 
to design an opera house for Malta In 
I860, at a time when the island 
acquired a crop of major late 19th 
century b uilding s In the flourishing 
days of British rule. 

Barry designed a theatre with a 


huge portico that would have looked 
at home in London, Manchester or 
Liverpool By designing it in an office 
in London, Barry ignored the feet of 
the steeply sloping streets and had to 
raise the whole thing on a grand 
podium to cope with the chang ra of 
leveL The opera house also had a che- 
quered career - it was gutted by fire 
in 1873; completely rebuilt; and then, 
badly damaged by bombs In the sec- 
ond world war, dosed down. 

Today the island authorities want 
to encourage a lively evening life in 
Valeria and the building of an arts 
complex on the opera house site is 
their next priority. Richard England’s 
scheme proposes utilising the marvel- 
lous remains of the great portico and 
building splendid public spaces 
behind it in an uncompromising but 
powerful modem style. IDs design is 
very effective and ori ginal. 


centre is built, it will be dose to the 
new city gates by the Italian architect 
Renzo Plano. He won the "Malta 
Gates” competition with a design that 
responds intelligently to the island’s 
traditions without venturing down 
the paths of pastiche. 

In his exhibition Richard ifai giand 
shows another example of one of his 
skllftil de<rig n« fitting in to the old 
fabric of the city. Efis new Central 
Bank of Malta in Valeria is built 
inside the massive walls of one of the 
great fortifications. By li ghting the 
centre of the new premises with a 
great atrium it has been possible to 
build an important new facility far 
the island which is more or less invis- 
ible. 

This wifl not be the case for the San 
Tumas Tourist Village, a kind of ter- 


Whfle this can never be recessive it 
can fit in to the island because Rich- 
ard England recognises the elemental 
nature of the cubist vernacular stone 
houses. This is something basic to the 
island which adapts to modem archi- 
tecture very successfully . 

I enjoyed the way Richard 
England's architecture is now using 
more colour In a bravely cubist way. 
His work succeeds for two main rea- 
sons: drawing and style. The many 
prints and drawings in the exhibition 
demonstrate that he has completely 
absorbed the architecture of his 
native island. While drawing clearly 
helps him to absorb the qualities <rf 
the architecture, he uses this skill to 
develop a style of his own, success- 
fully relating to the elements of tire 
Island’s tradition. Malta is fortunate 
to have him to lead the profession on 
the island. 


raced pyramid of flats and rooms. 

Music in London 

American String Quartet Anne-Sophie Mutter 


Until this weekend the 
American String Quartet had 
never appeared in London, 
though they have been per- 
forming for almost 20 years 
and are regular European visi- 
tors. At home they are loyal 
champions of new American 
music, as well as of Schoen- 
berg; but they chose to bring 
only works by DWEMs (dead, 
white European males) to the 
Wlgmore Hall, with only Bar- 
tdk to represent the twentieth 
century. 

Accuracy, clarity and trans- 
parent balance are their great 
virtues. They boast a notably 
strong second violin, and & 
viola that sports more pungent 
character than their suave 
cello, which means that middle 
voices stand out uncommonly 
well without protruding. The 
quartet's lucid textures are 
partly achieved, I think, by a 
gingerly avoidance of dramatic 
extremes: on Saturday there 
was scarcely a real fortissimo, 
nor a pianissimo either, until 
their closing Bartdk Fourth. 

Even there, though the 


music occasionally sizzled it 
never seared. The rhythms 
were admirably precise, hut 
without the expected truculent 
thrust In the muted Prestis- 
simo, which was in its way a 
tour de force, the semiquaver 
buzzes rarely stung. Yet as a 
study-performance, it was an 

‘The rhythms were 
precise, but 
without a 
truculent thrust’ 


correctly and quite vigorously 
set out, and Jewelled with scru- 
pulous detail; one could Learn 
from it 

They had begun with the A 
major quartet from Beeth- 
oven’s op. 18. It slipped 
smoothly by without leaving 
much impression. Odd 
approach to tempi: the 
Americans chose mostly 
speeds on the high side, but 
kept to them so metronomi- 
cally that there was neither an 
exciting pulse nor room for 


dramatic emphases. Their lead- 
er's tone, excellent for spin- 
ning a cultivated line, lacked 
depth here. It was better found 
in Schuberts’ great A minor 
quartet, lyrically crepuscular; 
and indeed all the players had 
d Istingufahed moments in that 
haunted work, where they 
allowed themselves more free- 
dom. 

Nevertheless, the express iv e 
climate remained very temper- 
ate, as If restrained by a pru- 
dent thermostat. The grand 
breadth of the Schubert was 
merely suggested, not vitally 
realised. One might conclude 
that these musicians are not 
primarily Interested in per- 
forming, in the vulgar full 
sense - though jet-lag might 
have been the only problem 
this time. But I felt too uncon- 
fidwit that their Mendelssohn 
and Dvorak on Sunday would 
rise to more exciting heights to 
feel like taking my streaming 
cold back to the Wlgmore to 
find out 

David Murray 


There are few soloists who 
command such respect In the 
profession that their audiences 
are made up of other musi- 
cians. On Friday at the Barbi- 
can Hall the picture at the 
cloakroom told its own story 
- staff having to deal with 
not only a capacity audience, 
but also dozens of violin cases 
being deposited by their own- 
ers for safe-keeping. 

The violinists in the audi- 
ence, student and professional, 
had come to hear Anne-Sophie 
Mutter. As her last solo 
appearance In London memo- 
rably showed, she is an 
enthralling recitalist It is 
fairly safe to say that there is 
no other violinist active today 
who can approach the range of 
colours which she can draw 
from the instrument and that 
feature of her playing alone is 
enough to hold an audience 
spellbound. 

In the fragmented, quickly 
changing sound-world of 
Lutoslawcki’s Partita the 
effect was dazzling. This Is a 
work with which Mutter has 


become closely associated, as 
Lutoslawski has made for her 
a newly-composed orchestral 
version of the score, but she 
brought to this performance of 
the original Partita wifii piano 
so kaleidoscopic a spread of 
tone colours that no orchestra 
was needed. From the first 

‘No other violinist 
active today 
approaches such a 
range of colours’ 

note each phrase spoke with 
its own character. The slight- 
est wisp of melody sang; the 
briefest motif asserted itself. 

The late C Major Fantasy of 
Schubert opened with playing 
at the other extreme, a blissful 
calm, devoid of tension, long 
phrases floating on a soft 
breeze of tenderness. The slow 
movement is a set of varia- 
tions on the song “Sei mlr 
gegrusst” aid it is difficult to 
hnag fnn any vocalist rin g in g 
the music more beautifully. 


In some of her recent record- 
ings Mutter’s way with classi- 
cal composers has been in dan- 
ger uf sounding over-ripe, but 
that was not the case here, 
either with the Schubert or 
Beethoven's H Kreutzer” 
sonata. It may be that dose 
microphone placing does her 
playing an injustice. In the 
hall her vigorous attack in 
the Beethoven, the scale, the 
wealth at colours, all sounded 
in proportion and matched, 
too, by her Imaginative accom- 
panist, Lambert Orkis, who is 
better-known in this country 
for his work on period Instru- 
ments. 

There were two encores: the 
first - the arrangement by 
Heifetz of Debussy’s "Bean 
soir” - was sheer enchant- 
ment, a hlminerfny ' 
beauty. 

Richard Fairman 


Barbican Celebrity Redial 
Series runs until June 
(Bax Office 071-638 8891) 


Theatre/Malcolm Rutherford 

The Prisoners 
of War 

The New End Theatre in 
Hampstead has unearthed a 

minor masterpiece in J R Ack- 
eriay’s The Prisoners of War . 

Acker ley is perhaps most 
remembered for his autobio- 
graphical novel “We Think the 
World of You", published 'in 
L96L He had become literary 
editor oTThe Listener in 1935 
and held the post for nearly a 
quarter of a century. He died 
in. 1967. 

His dramatic work came 
earl; on. Prisoners will always 
have a footnote In theatrical 
history because it was the first 
English 20th century play to 
deal seriously and overtly with 
homosexuality and to be 
passed by the censor, who may 
have missed the point It was 
first performed at the Royal 
Court In 1925. What I did not 
know before, however, is what 
a play it Is in its own right 

Prisoners works not because 
it ia shocking (it is- not) but 
because it is such splendidly 
mature drama. In terms of 
theatrical development it lodes 
back to the best of Harley 
Granville-Barker at the begin- 
ning of the century, where 
grown-up people attempted to 
discuss grown-up subjects, and 
forward to Terence Rattigan 
where the ibnita to what can 
be said even by articulate peo- 
ple had became recognised. It 
bi an imwmny cofaddflnce that 
Rattigan's The Deep Blue Sea 
should be revived at the King’s 
Head in Islington almost at the 
same time as Prisoners Is redis- 
covered in Hampstead. The 
two plays have a remarkable 
amount in rommnn and you 
should try not to see one with- 
out the other. 

Ackerley's piece is set in 
Murren, Switzerland in 1918. 

The prisoners of war are genu- 


Rock/Andrew Clements 

Loudon 
Wainwright III 

Families worry Loudon safety valve, undercutting the 
Wainwright Far more than 20 despair of Ids lyrics, numbing 
years bis songwriting career the pain of the idealism that 
has been spattered with songs gradually has been eaten away, 
that gnaw away at the raw Even "Talking Bob Dylan”, 
banes of relationships - father Wainwright 's witty tribute to 
and son, brother and sister, his begetter, has a sharp edge 
husband and wife, parent and as be charts his hero's progress 
child. Now as Wainwright and implicitly compares it with 
drifts through middle age his his own. Most of the time, he 
songs seem preoccupied more can’t help himself - "Boys 
and more with putting the kiss girls, make them cry/ 
record straight History, his lat- That’s a man’s job”. But when 
eat release, was originally the humour drops away the 
going to be called "Family effect can be devastating: in 
Album”; the 14 songs range "Hitting Yon”, which traces 
across the domestic battle his disintegrating relationship 
field, bleakly cataloguing the with his daughter, there is 
casualties. nothing but despair. 

His currant British tour may There were old songs too - 
be aimed at boosting the sales "Be Careful There’s a Baby in 
of History but in concert the the House'’ from 1971 and a 
effect is anything but bleak; rousing C & W version of 
Wainwright himself comes "Dead Skunk” - as well as 
over as an energetic, hard- something brand new, in Wain- 
working performer, and Wright’s hymn to the Clinton 
immensely likeab le. The run- inauguration: "Talking about 
nlng order seems half-impro- our generation/Hope we grow 
vised, the banter spontaneous, up before we get old”. The sub- 
Among the post-Dylan genera- ject matter, as .always, doesn’t 
tion of singer-songwriters he is bear thinking about; it is a 
much closer to Randy Newman tribute to Walnwright’s feisty 
than to, say, Neil Young or resilience that Ms audience are 
Springsteen; he shares with able laugh a lot more than 
Newman a liking for black they cry; look at me, he's tell- 
irony, though not his penchant iug them, £ know it’s all awfid, 
for disguise. With Wainwright but I'm . still here, still 
there Is no concealment, -the laughing. 

nerve ends are bared and the — ^ ; -■ - - 

confessional element is patent Royal Festival Hall; History 
The humour becomes a vital is on Virgin (CDV 2703) 


toe: they are officers removed 
from camps to Britain or Ger- 
many to neutral territory 
where the conditions are rea- 
sonably civilised, including 
tennis, damning and some free- 
dom to move within the coun- 
try. But the background of the 
war Is to sane extent a subter- 
fuge. These are males in a pre- 
dominantly male institution; 
the extended meaning of pris- 
oner is homosexual. 

One, In particular, stands 
out He is Captain Jim Conrad, 
played to perfection at the New 
End by Ashley RusselL He has 
the best rooms in the Swiss 
guest house, invites the other 
officers to use them as a mess 
room, but plainly has eyes only 
for Second Lieutenant Grayle 
.(Nell Roberts). Both Conrad 
and Grayle are virgins, Conrad 
because of his proclivities, 
Grayle because ia so young. A 
large part of the play is about 
Conrad's frustrated feelings. 

There is at least one subplot 
Another British officer forms 
an attachment to the Canadian 
CaptairP Rickman to the point 
that they want to set up busi- 
ness together in Canada. It is 
left deliberately unclear 
• whether this is & homosexual 
relationship. 

Russell as Conrad is about as 
moving as you can get without 
going over the edge. He Is not 
handsome, has strangely pro- 
truding teeth and a tendency 
to wear shorts when others are 
to long trousers. The emotion 
is nearly, but not always, sup- 
pressed. In the end he breaks 
down, a pathetic figure who is 
a prisoner of convention. The 
play is flawlessly directed by 
Ken Butler. 


New End Hampstead until 
February 28. (071) 794 0022 



BERLIN 


/DANCE 

ia Op er The main event 
ek is the first night on 
ifltz Friedrich's new 
ion of Der Rosenkavalier, 
bed by Jlrl Kout and 
id by Gottfried Pilz and 
nes G lather, with a cast 
>g Karin Armstrong, 
Wledstrucfc and Kurt Rydi 
performances Feb 17, 

28, March 7). Tomorrow: 
h Jones song recital. Wed: 
by Balanchine and BAjart 
Dosi fan tutte. Thurs: Peter 
iss’s production of 
, sun: Balanchine evening 
(9) 

per inter den Unden 

Fabbridnl Sergei Larin 
arrill Mllnes head the cast 
rival of Tosca opening 
[repoated Feb 17, 20, 24, 

» repertory also Includes 
>fl ballet double bill 
Fidelia tomorrow wHh 
rla Bundschuh, Reiner 
rg and Hans Tschammer. 
on Wed and Die lustigen 


Welber von Windsor on Sun. Next 
Mon: new studio production of 
Martlnu and Hindemith double 
bill (200 4762) 

Kbmlsctie Oper Tonight Die 
ZauberflOte. Tomorrow: Eire 
Nacht In Venedlg. Wed: 
Prokofiev’s ballet Romeo and 
Juliet Thurs: Yakov Krelzberg 
conducts orchestral works by - 
Brahms and Shostakovich, with 
violin soloist Dmitri Sttkovetsky. 
Fri: Cav and Pag. Sat Rienzl. 

Sun: Bartered Bride (229 2555) 
CONCERTS 

Schauspfelhaue Tonight Michael 
Schoenwandt conducts Berlin 
Symphony Orchestra In works 
by Stravinsky, Nielsen and 
Sibelius, with clarinet soloist 
Sabine Meyer. Wed: Georgian 
Chamber Orchestra plays works 
by Mozart and Paganini. Fri: 
Manfred Honeck conducts Berlin 
Radio Orchestra In works by 
Rakhmaninov and Richard 
Strauss (2090 2156) 

PMHtarmonie Tonight Vladimir 
Ashkenazy conducts Berlin Radio 
Symphony Orchestra and Chorus 
In Mahler's Second Symphony. 
Wed: Alfred B rondel piano recital. 
Thurs (In Kammermusiksaal): 
Berlin Baroque Orchestra. Fri: 
Gregor Buehl conducts BRSO 
in works by Prokofiev, Chopin 
and Schumann. Sun: Stefan 
Sander ling conducts Potsdam 
Philharmonic In concert 
performance of Kienzl’s 1895 
opera Der Evangel imann. Next 
Mon: Anne Sophie Mutter (2548 
8232) 

THEATRE 

Gfsefa May stars In a revival of 
Gerhart Hauptmann’s 1893 
tragic-comedy Der rote Hahn 


(Red Rooster) dally at 
Renaissance Theater (312 4202). 
Schiller Theater repertory 
Includes Racine's classical 
tragedy Brftannicus, directed 
by Wolfgang Engel, and Maxim 
Gorki's play The Wrong Change 
(312 6505). ScMossparfc Theater 
has Darren matt's The Visit 
directed'by Alfred Klrehner (793 
1515). Cole Porter's musical 
Anything Goes can be seen daily 
except Mon at Theater dee 
Westons (3190 3193). SchaubQhna 
repertory Includes Botho 
Strauss's Schlusschor, Jakob 
Lenz's Catherina of Siena and 
Alexander Vampilov’s Last 
Summer In Chullmsk, a 1972 play 
about Soviet stagnation under 
Brezhnev (890023). Berliner 
Ensemble has Peter Palltzsch's 
new production of Peter Turrini’a 
comedy Grillparzer im 
Pornoladen (282 3160) 


■ GENEVA 

Carlo Rlzzi conducts Werner 
Sc h roster’s production of Luisa 
Miller tomorrow mid Sal at Grand 
ThAAtre (also Feb 17 and 21), 
with a cast led by Kallen 
Esperian, Thomas Allen and Nell 
Shlcoff. Lucia Popp gives a song 
recital next Tues (311 2311). 
Felicity Lott Is soloist with 
Orchestra de la Suisse Romande 
on Fdb 19 at Victoria Hall (311 
2511) 


■ MILAN 

Teatro alia Scala Tonight 
Rlccardo Challly conducts 
Messiaen's Turangalila 
Symphony. Tomorrow. Fri Sun, 


next Tues: Marcello VIottI 
conducts Pier’Alli’s new. 
production of Beatrice di Ten da, 
with Cecilia Gasdia and Lucia 
Aliberti alternating in the 
title role. Thurs and Sat 
John Cranko's Onegin with Carla 
Fraccl (four more performances 
next week). Next Mon: Claudio 
Abbado conducts Berlin 
Philharmonic. Feb 22: Maurizio 
Pol I Ini (7200 3744) 


■ NEW YORK 

OPERA/DANCE 

Metropolitan Opera Tonight Les 
Contes d'Hoffmann with Domingo 
(also Sat afternoon). Tomorrow 
and Sat evening: li trovatore with 
Aprile Milio, Nicola Martlnuccl 
and Vladimir Chernov. Wed: final 
performance Ihis season of 
Metstersinger, with Donald 
McIntyre, Hermann Prey, Ben 
Heppner and Karita Mattrla. 
Thurs: Der Rosenkavalier with 
Mechthild Gessendorf and 
Susanne Mentzer. Fri: first 
performance this season of Cav 
and Pag, with Wal fraud Meier 
as Santuzza and Erma n no Maura 
as Canio (362 6000) 

Slate Theater New York City 
Ballet's repertory performances 
continue dally except Mon till 
Fdb 21. This week Includes 
Balanchine's production of A 
Midsummer Nights Dream on 
Wed and Sun. Feb 24-March 7: 
Bavarian State Ballet (870 5570). 
Feb 23-March 7 at City Center. 

J off ray Ballet (581 1212) 
CONCERTS 

Carnegie Hall Tonight Philippe 
Entremont is conductor and plane 
soloist with Vienna Chamber 


Orchestra. Tomorrow, Wed, 
Thurs: Shirley Bassey. Feb 16-18: 
Solti conducts Vienna 
Philharmonic Orchestra (247 
7800) 

Avery Rslier Hall Tomorrow: 
Erich Leinsdorf conducts New 
York Philharmonic Orchestra 
in works by Weber, Britten 
and Richard Strauss. Wed: 
Stanislav Skrowazcewsfd 
conducts Juillard Orchestra in 
works by Barber, Beethoven and 
Ravel. Thurs, Fri, Sat and next 
Tues: Valery Gergiev conducts 
NYPO In works by Tchaikovsky, 
Scriabin and Brahms, with piano 
soloist Andre Watts. Sun 
afternoon: Jean-Pierre Ram pal 
flute recital. Sun evening: Andre 
Previn Trio (875 5030) 


■ TURIN 

This montii's productions at the 
Teatro fleglo are Manon Lescaut 
and Fal staff. The Puccini Is 
staged by Hugo de Ana and 
.conducted by Tiziano Sever! nf 
write a cast led by Norma FanHnl 
and Giuseppe Giacominl (next 
performances Wed and Sun, also 
Feb 17, 20, 23, 25, 27). The Verdi, 
which opens next Tues and runs 
till March 7, Is staged by Uuis 
Pasquai and conducted by Bruno 
Campanella, with Leo Nucci in 
tee title role (8815 241) 


■ VIENNA 

OPERA 

Tonight's performance at the 
Staateoper is Der fliegende 
Hollander, with Monte Pederson 
and Luana DeVol. Tomorrow and 
Fri: Maria Stuarda with Alicia 


Nate and Nelly Mlricioiu. Wed: 
Giselle. Thurs: Tosca. Sat Die 
ZauberflOte. Sun: Die Fiedermaus 
(51444 2955). Heinz Karl Gruber’s 
new opera Gomorra can be seen 
tonight at the Volksoper. The 
repertory also Includes The 
Merry Widow, Les Contes 
d'Hoffmann and Evgeny Onegin, 
all sung In German (51444 2959). 
Feb 17 at Kammeroper. new 
production of Shnrtke’s Life with 
an Idiot (513 6072) 

CONCERTS 

Kurt Rapf conducts Vienna 
Sihfonfetta on Thurs at the 
Muallnerehi In works by Mozart, 
Wlmberger, Ravel and Hindemith. 
Sun afternoon: Isaac 
Karabtchevsky conducts 
Tonkunstier Orches tr a in works 
by Shostakovich and Bruckner. 
Next Tues: Alfred Brands). Feb 
17, 18, 21: Wolfoang Sawallisch 
conducts Vienna Symphony . 
Orchestra (505 8190) 

THEATRE 

Claus Peymann directs the world 
premiere of a new Peter Turrlni 
play, entitled ApienglChen, at 
tee Burgthealsr on Feb 17. This 
week’s repertory at the 
Burgtheetar (51444 2218) and 
AkademMtieatar (51444 2959) . 
includes plays by Feydeau, 
Goldoni, DQnrenmatt and Brecht 
Theater in der Josatetadl (402 
5127) has Shakespeare's Taming 
of the Shrew and a new 
production of Schnltzier's 
Uebetel. Voflortheator (932776) 
has a new production of 
Shakespeare's As You Like It 
opening on Sun. Vienna's English 
Theatre, Josefsgasse 12, has 
Shaw's Misalliance, dally except 
Sun (402 1280) 


European Cable and 
Satellite Business TV : 

(all times are Central 
European Time) 


MONDAY TO THURSDAY 

Super Channel: European 
Business Today 0700; 
22^0 

MONDAY 

Super Channel: West of 
Moscow 1200. 

Super Channel: Financial 
Times Reports 0630 

THURSDAY 

Sky News: Financial Times 
Reports 2030; 0130 

FRIDAY 

Super Channel: European 
Business Today 0700; 
1200; 2230 

Sky News: Financial Times 
Reports 0530 

SATURDAY 

Super Channel: Financial 
Times Reports 0830 
Sky News: West of 
Moscow 1130; 2230 

SUNDAY 

Super Channel: West of 
Moscow 1830 

Super Channel: Financial 
Times Reports 1900 
Sky News: West of 
MOSCOW 0230; 0530 
Sky News: Financial Times 
Reports 1330; 2030 
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Samuel Brittan 


An alternative to the 
‘Group of Seven’ 



Too many 
hopes have 
been invested 
in the “Group 
of Seven" - 
that is, the UK 
forecasters who 
are to meet reg- 
ularly to pro- 
vide the Trea- 
sury with alternative views of 
the economic prospects. 

It is better than nothing and 
will be helpful for those of us 
who use rather than create 
economic numbers. Neverthe- 
less the concentration of the 
so-called “new Treasury open- 
ness" on this group is a symp- 
tom of the prevalence of old- 
type thinking. As excessive 
reliance on forecasts (.not just 
Treasury ones) is in part 
responsible for present predica- 
ments, it is unlike ly that more 
of the same will provide a cure. 
Moreover, the attention paid to 
the group encourages the delu- 
sion - prevalent among busi- 
nessmen as well as policy- 
makers - that economics is all 
about forecasting. In feet, 
many Nobel prize-winners in 
the subject have never made a 
short-term forecast. 

There is an innate human 
desire for crystal-gazers. Yet 
the real art of policy-making is 
to be able to respond to events. 
The role of research is to help 
devise institutions which will 
promote good performance and 
provide a degree of automatic 
stabilisation. 

An alternative path for open- 
ing up policy-making has been 
provided by the Swedish prime 
minis ter. Carl Bildt He has 
appointed the distinguished 
economist. Professor Assar 
Lindbeck, to h ea d a small com- 
mission to report in a very few 
months on new directions for 
Swedish policy. Whether or not 
the commission’s report con- 
tains medium-term projections, 
the emphasis will be on analy- 
sis and measures. 

There are some striking simi- 
larities between Sweden and 
the UK. Sweden too has been 
without a policy anchor since 
it stopped shadowing the Euro- 
pean Currency Unit, after a 
much more impressive defence 
than any put up for the 
exchange rate mechanism in 
Britain. Sweden too has, under 
its minority right-wing govem- 



Carl Bildt: seeking consensus 


ment, tried to break with its 
Social Democratic past by put- 
ting more emphasis on compe- 
tition and the private sector. 

But Sweden has had a much 
more severe recession than 
Britain. It also resembles the 
UK in adopting an inflation 
target to replace the ERM 
anchor. The strong contrast is 

A different path 
for opening up 
policy-making has 
been provided by 
the government of 
Sweden 


that the Ri&sbank has full 
authority to get on with the 
job. 

The purpose of appointing 
the Lindbeck commission is to 
give advice which is clearly 
independent of both the official 
and the party machines. It was 
decided after discussions 
between Mr Bildt and his 
finance minister. Mrs Anne 
Wxbble, without consulting the 
Finance Ministry at all 

One difficulty of following 
this route in the UK is that 
there is no outstanding econo- 
mist, combining theoretical 
and practical flair, who would 
be respected by, say, 80 per 
cent of economic opinion for 
such a task. Mr Bildt hopes 
that proposals from the Lind- 
beck committee will command 
greater assent than any from 


the government alone, but he 
is not committed in advance. 

The Swedish government 
deserves attention for much 
wider reasons. The most forth- 
right experiments in market 
economics are now taking 
place in two rather unlikely 
places - Sweden and the 
Czech Republic. The Czech 
prime minister, Mr Vaclav 
Klaus, has said that the sup- 
posed "third way” between 
repTtqiigm and socialism is the 
quickest route to the third 
world. Mr Bildt says the same 
In different words. 

The Swedish third way col- 
lapsed partly because of the 
weight of taxation required to 
pay for its welfare state. It also 
suffered from the attempt to 
run too tight a labour market 
and maintain competitiveness 
by a series of devaluations. 

When the Swedish prime 
minister says that “growth will 
only come about as a result of 
policies of deregulation, priva- 
tisation, increased competition 
and lower taxes”, he sounds 
like the British government of 
the 1990s. But there are notable 
differences as well. Unlike 
Lady Thatcher, Mr Bildt does 
not regard consensus as a dirty 
word; he managed to secure 
from the opposition Social 
Democrats, unions and employ- 
ers support for the earlier mea- 
sures to defend the krona. 

The consensus was shattered 
when the new budget made 
inroads into the welfare state, 
including some trimming of 
unemployment benefit and the 
age at which pensions could be 
paid. The size of the Swedish 
budget deficit - at nearly 14 
per cent of GNP, higher than 
Italy’s and Greece’s - made 
action imperative. Unlike even 
the Thatcherite Tories, the 
Swedish government is deter- 
mined that the budget deficit 
should be cut entirely by 
expenditure curbs and not tor 
tax increases. 

This determination can 
hardly be regarded as extreme 
when taxes account for some 
57 per cent of GDP, among the 
highest in the western world. 
Indeed, Moody’s Investor Ser- 
vices has just made a slight cut 
in the country’s debt rating, 
which has made the govern- 
ment all the more concerned to 
persevere with its strategy. 


M rs Virginia Bot- 
tomley, UK 
health secretary, 
has vowed that 
the government will not shirk 
tough decisions when it 
responds this month to recom- 
mendations for widespread 
hospital closures in London. 

She is right that it will have 
tough decisions to make, but 
they may not be the ones she 
originally intended. 

As a cabinet committee, pre- 
pares to finalise its position 
this week, some ministers are 
fearful of provoking a repeti- 
tion of the public uproar that 
followed the announcement of 
the pit closures. They are 
therefore shying away from 
shutting world-famous hospi- 
tals — as recommended by Sir 
Bernard Tomlinson in his 
report on the future of London 
healthcare, published last 
October. A rejection of his plan 
to eliminate 2,500 hospital beds 
in the capital would, however, 
simply be exchanging one set 
of tough decisions for another. 

The Internal market set up 
by the 1991 health reforms has 
led to a loss of patients from 
inner London's teaching hospi- 
tals to local ones In outer Lon- 
don and the home counties. If 
ministers abandoned Tomlin- 
son, they would have to decide 

hOW to hanfllg a financial crisis 

in the capital’s hospitals, and 
face serious questions about 
their commitment to a market- 
based health service. 

The government’s attack of 
doubt reflects concern raised 
by a series of public campaig ns 
to save individual hospitals. 

All have been overshadowed 
by the fight to save St Bartho- 
lomew’s hospital in the City, 
the most ancient institution on 
the closure list. In campaign- 
ing terms, it has been a bril- 
liant, sustained exercise, even 
though staff at other hospitals 
regard the Barfs campaign as 
elitist and emotional. 

“It has lacked nothing except 
artificial snow and a violin,” 
commented one senior man- 
ager at another hospitaL It 
needed neither. Instead, the 
Lord Mayor of London visited 
Mrs Bottomley to plead for 
Barfs; the Duke of Gloucester 
made a rare intervention in the 
House of Lords on its behalf; 
there were services in St Paul’s 
Cathedral; and an Interna- 
tional brigade of alumni has 
written to the rescue. 

But the power of the Barfs 
campaign presents the govern- 
ment with a dilemma. The 
health reforms introduced in 
1991 were intended to produce 
a more rational decision-mak- 
ing structure to the National 
Health Service, based on mar- 
ket principles rather than 


The world's 
biggest industrial 
fair will soon take 
place in Hannover, 
Germany. 

If you don't go 
you could 
miss the boat. 


Missed opportunities are bad for a 
company at the best of times. In the 
middle of a recession they could be fatal. 

That’s why a visit to the HANNOVER 
FAIR is essential. At the biggest indus- 
trial fair in the world, the opportunities 
to see the latest products and systems 
are unrivalled. 

The breadth of the fair can help too in 
gaining an overview of the international 
market before making important invest- 
ment decisions. It's a unique chance to 
assess the competition, meet the experts 
and make valuable new business con- 
tacts. 

One visit to Hannover could save end- 
less hours visiting lesser fairs hying to 
keep in touch. 
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The world's biggest 
industrial fair 


Surgery plans lead 
to complications 

The government faces a tough decision, even if it 
does not close London hospitals, says Alan Pike 




HANNOVER 
MESSE '93 
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short-term political priorities. 
A decision to reprieve Barfs 
would look like flapilnl»rinn to 
the campaign with the most 
political and media clout, 
rather than, for example, to 
those run by Charing Cross or 
St Thomas' hospitals. The mes- 
sage to the rest of the reformed 
NHS would be that political 
amrigtips and vested interests 
can still beat the market 

Another worry for ministers 
concerns the as-yet unquantif- 
ied capital cost of a huge reor- 
ganisation - Sir Bernard was 
not asked to produce a detailed 
ftaanriai analysis of his pro- 
posals. In the 1980s. the sale of 
prime central London hospital 
sites like the Middlesex and St 
Bartholomew’s would have 
funded new primary and com- 
munity health centres, as well 
as redundancy payments; the 
current state of the property 
market means that this is 
unlikely today. 

Tomlinson's report was not 
the first to recommend change 
to London’s hospital structure. 
About 20 others have been pub- 
lished In the past 100 years 
but in the face of hostile pub- 
lic and professional opinion, 
little has happened. 

The public does not like hos- 
pital closures. Arguments to 
justify them - based on 
changes in patient flows, ser- 


vice provision, lengths of stay 
and medical technology - are 
often dense. They cannot com- 
pete with the instinctive, lay 
counter-argument that it must 
be wrong to close famous insti- 
tutions dedicated to the saving 
of life. 

The latest restructuring 
attempt, however, began more 
promisingly for proponents of 
strong action than many previ- 
ous ones. The Tomlinson 
inquiry was timed to report 
just after the general election, 
in the period of a government's 
life when tough action stands 
most chance of being taken. 


I 


ts central recommenda- 
tion is that resources be 
shifted from hospital beds 
, to the capital's relatively 
poor-quality family doctor and 
community services. Critics 
worry whether, in the present 
state of public spending, the 
government will invest enough 
in local services to make Tom- 
linson's vision work. But the 
principle of shifting resources 
is widely endorsed. 

Expensive beds in London 
teaching hospitals are regu- 
larly taken fay elderly patients: 
even when their medical treat- 
ment has been completed, they 
cannot be discharged because 
of deficient community facili- 
ties. Nearly half the capital’s 


family doctors work from sub- 
standard premises. 

In a political bonus for the 
government, the British Medi- 
cal Association and Royal Col- 
lege of Nursing endorsed the 
principle oE hospital closures, 
although many of their mem- 
bers’ jobs would disappear. 

If the government were now 
to back away from the large- 
scale closure programme, it 
would still have to provide 
funds for London's teaching 
hospitals. This financial year, 
they will receive a £50m sub- 
sidy. Health authority mem- 
bers In areas of the country 
with growing populations - 
and marginal Conservative 
constituencies - are complain- 
ing that their districts are 
underfunded because of over- 
provision in London. 

Mr Peter Fairey, chief execu- 
tive of the Royal London hospi- 
tal, was administrator of North 
East Thames regional health 
authority in the early 1980s, 
and took part in an earlier 
examination of hospital provi- 
sion in inner London. 

"We came to similar conclu- 
sions to Tomlinson," he says. 
“There had been another exer- 
cise in the early 1970s and that 
came to similar conclusions as 
welL 

“The scale of the problem 
changes every time decisions 
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are avoided, but people who 
<tudv the issue always con 
dikte tSt London cannot jus- 
tify or sustain its present num- 

director ct he London inMj; 
live of the nine’s Kw* 
nniirv unit - which also 
[favours shifting resourecs from 
hospitals to community ser- 

vic£ - sa^: “The^nuncnt 

is between the devil and the 
deep blue sea. It feces poj 1 ^ 

concerns about hoipittlj 
sures on the one hand, and toe 
continuing financial problems 
of the hospitals on the other. 

Those ministers who tear 
that hospital closures threaten 
fresh political turmoil will 
argue for the deep blue sea. 
where things at least have .t 
chance of drifting. Mrs Bottom- 
ley could make a statement ot 
principle this month, leaving 
firmer decisions until later in 
the year when reviews of the 
allocation ot specialist services 
in London have been com- 
pleted. With a little dust on its 
cover, the Tomlinson report 
could soon look Indistinguish- 
able from its 20 unimple- 
mented predecessors. 

Many of the London teaching 
hospitals, however, are in an 
even weaker financial position 
than their managers admit. 
Health authorities in outer 
London and the home counties 
have made It clear that they 
prefer to treat patients locally, 
and this trend is likely to 
increase as contracts for treat- 
ment - based on established 
service patterns in the early 
years of the NHS reforms - 
become more flexible. 

Sir Bernard's report leaves 
no doubt about what he thinks 
would happen if his recommen- 
dations were shelved. “Change 
is inevitable, owing to the 
forces of the internal market 
hi g hli g hting inequity and inef- 
ficiency in the present distribu- 
tion of hospital facilities. If this 
change is not managed firmly 
- and in certain cases, ur- 
gently - the result will be a 
haphazard deterioration in 
health services in London.” 
That deterioration would mean 
bed closures and cancelled 
operations - and it would be 
exacerbated by the current 
tight public spending pressures 
on the NHS. 

The government may fear 
the political repercussions of 
announcing hospital closures 
now. But if Mrs Bottomley’s 
tough decisions are deferred, 
the financial position of the 
London hospitals is likely to 
worsen every year, and reach 
crisis point before the next 
general election - when the 
political pressures would be 
even more acute. 
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No case for 
central bank 
freedom 

From Sir Bryan Hop kin and 
Sir Douglas Hfass. 

Sir, Apart from the personal 
criticisms directed at our- 
selves, the three letters which 
our arguments (Personal View, 
January 22) provoked make 
only two counter-arguments. 

First, a non-political mone- 
tary authority would constrain 
the government In the field of 
taxation and expenditure (P W 
Bloomer, January 25); second, 
it would convince the markets 
that price stability would be 
maintained (Alan Beith, Janu- 
ary 2fi). 

The first point has been dem- 
onstrated to be patently untrue 
in the case of the US, where 
fiscal deficits have run 
unchecked for a decade despite 
an independent Federal 
Reserve. But if the proposition 
were true, it implies that your 
correspondent thinks that it 
would be a good thing if the 
Bank of England indirectly 
controlled fiscal policy. This is 
an idea we have not previously 
encountered. 

The second point is equally 
unsupported by the evidence. 
It resembles the now-discred- 
ited argument that Britain's 
joining the EMS would con- 
vince the markets that price 
stability would be secured. 

Markets are impressed by 
experience rather than by the 
mere fact of institutional 
change. If we had a govern- 
ment whose policies revealed a 
lack of commitment to oppos- 
ing inflation, the markets 
would not be comforted by an 
independent central bank, and 
if conflict ensued that would 
itself be bad for confidence and 
economic stability. 

Mr Beith also clearly 
believes that it is possible to 
defeat inflation without gener- 
ating unemployment This too 
flies in the face of recent expe- 
rience. It may be that in the 
long run we shall be able to 
establish an environment of 
wage and price restraint in 
conditions of high employ- 
ment but that happy conjunc- 
ture does not obtain now, and 
it is difficult to see how the 
establishment of an indepen- 
dent central bank would bring 
it about 
Bryan Hopkln, 

Douglas Wass, 

The Reform Chib, 

Pail MaU, London SWIY 5EW 


A surfeit of importers — and 
a paucity of UK manufacturers 


From Mr Mark Adams. 

Sir, Mr Dantzic (Letters, Feb- 
ruary 2) and the manufactur- 
ing sector may be interested to 
learn of our experience. 

We are the OK arm of a Ger- 
man furniture company, ffinng 
September 16 1992 we have 
been approaching British 
companies in order to sub- 
contract the manufacture of 
certain steel and aluminium 
products. 

We are stupefied. Despite the 


feet that all of the companies 
approached are still in busi- 
ness, we have not received a 
response to 30 per cent of our 
letters. A further 20 per cent 
had to be sent a second letter 
before a response was received. 
One respondent stated: “We 
won't make you a sample in 
case you take the business 
elsewhere." Prices have occa- 
sionally been preposterous, 
and the quality of samples - 
where available - Is normally 


poor. Our products are simple 
and do not require high tech- 
nology machinery for their 
manufacture. We agree that 
there is a surfeit of importers. 

Is the sector really devoid 
both of adept finance directors 
and willing production direc- 
tors? 

Mark Adams, 
managing director, 

VUsoe UK. 

189 Bermondsey Street, 

London SEl 3UW 


Contracting out: the legal cases favouring 
employers, and an alternative solution 


From Mr Michael Ivens. 

Sir, John Will man and David 
Goodhart state in “Contracting 
out policies face further trou- 
ble" (February 3): “The leading 
employment QC, Mr Patrick 
Elias, has advised the local 
authorities’ association that 
the EC directive is likely to 
apply in most cases where a 
service is contracted out”. 
They then say that an amend- 
ment to the regulations now 
passing through parliament 
will make this absolutely dear. 

It would be vulgar to play 
the game of “our QC is more 
leading that yours”, but cer- 
tainly a very leading QC has 
advised the contract cleaning 
industry quite differently - 
resulting in something like 40 
legal cases brought by the 
trade unions arguing for the 
interpretation of “Transfer of 
Undertakings" having been 
defeated in favour of the 
employers. And the address of 
the attorney general to the par- 


liamentary committee made it 
clear that contracting out ser- 
vices will be legally taken on 
their merits. 

Michael Ivens. 
director, 

Aims for Industry. 

40 Doughty Street, 

London WC1N2LF 

From Mr John Sheldon. 

Sir, Your report of govern- 
ment advice on contracting out 
of public services (“Caution on 
‘grey area’ in tendering”, Feb- 
ruary 4) illustrates that minis- 
ters have finally been forced to 
accept that the Transfer of 
Undertakings Regulations 
(Tupe) and the EC Acquired 
Rights Directive do apply to 
the market testing and compul- 
sory competitive tendering pro- 
grammes. 

After months of public ser- 
vice minister William Walde- 
grave and employment minis- 
ter Michael Forsyth frantically 
denying any such thing (a “red 


herring” was how they 
described Tupe), we now have 
the ridiculous spectacle of the 
government advising depart- 
ments to seek legal advice on 
every market test With hun- 
dreds of market tests, just bow 
much is this likely to cost the 
taxpayer? Desperate to find 
some face-saving formula for 
the legal ostriches of the 
department of environment's 
compulsory competitive ten- 
dering team, all ministers can 
manage is an enormous job 
creation scheme for lawyers. 

There is a straightforward 
solution to the government’s 
problem: cancel the market 
testing programme or, failing 
that, issue instructions to 
departments that all invita- 
tions to tender should specify 
that Tupe applies. 

John Sheldon, 

acting general secretary. 

NUCPS. 

1241130 Southwark Street, 
London SEl OTU 


A war time lesson for funding large PSBR 


Prom Prof Brian Tea. 

Sir, The last time the UK had 
the problem of funding a very 
large public sector borrowing 
requirement was during the 
second world war. A crude 
adaptation of war-time funding 
techniques to the circum- 
stances of today would be as 
follows: 

1) Keep open a gilt-edged tap 
with yields that the govern- 
ment would pledge not to 
Increase, so that investors 
would have no incentive to 
delay purchases In the hope of 
better yield later on, (In the 


war the gilts tap yield was set 
at 3 per cent: obviously it 
would now have to be set more 
or less in line with present 
market rates). 

2) Keep base rates and money 
market rates on average well 
below the yields on tap gUts. so 
as to make gilts an attractive 
investment 

3) To deter the banks from 
unduly monetising the 
national debt (which would be 
a profitable operation with 
long rates higher than short 
rates and no likelihood of them 
increasing) subject each bank 


to a call of special deposits 
equal to, say, half Its net 
investment in gilts. (In this 
way special deposits would 
play much the same role as 
war-time Treasury Deposit 
Receipts.) 

An obvious disadvantage is 
that the authorities’ control 
aver the broad money stock 
would probably be even more 
precarious than hitherto. Its 
obvious advantage is that it's 
one way of selling a lot of gilts. 
Brian Tew, 
external professor. 

University of Loughborough 
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The US and 
Bosnia 


WITHIN THE next few days the 
Clinton administration ha s to 
its first big foreign policy decision: 
how to respond to the Vance- 
Owen peace plan for Bosnia-Her- 
cegovtoa. which has the support 
of the EC and, not insignificantly, 
of Russia. The plan has had a had 
press in the US, not helped by the 
arrogant and abrasive manner In 
which Us British co-author, Lord 
Owen, has been presenting it. 
There are in fact good reasons for 
objecting to it, both of principle 

and of pr agma M fan 

The principled objection is that 
the plan partially ratifies the terri- 
torial gains which the Serbs have 
achieved by "ethnic cleansing", 
and virtually dismantles a state 
and government which the inter- 
national community has recog- 
nised as legally sovereign. The 
pragmatic one is that the plan wifi 
be diabolically difficult to imple- 
ment On past form the Serbs will 
not willingly relinquish either ter- 
ritory or weapons, whatever 
pieces of paper they sign; and the 
Bosnian army will he equally 
reluctant to give up territory it 
holds in north-eastern Bosnia. 

Thus it Is dear that even if the 
plan is formally accepted by all 
three parties, significant external 
forces will be needed on the 
ground to implement It; and this 
could not be a pure peacekeeping 
force In the classic UN traffition, 
authorised to fire only in self-de- 
fence. It WOOld need a mandate to 
use force to reimpose the cease- 
fire, in cases where one or more of 
the parties on the ground was fall- 
ing to abide by its terms. 


European leaders believe that 
such a force would be credible 
only If the US took part in it This 
fact has been used by those argu- 
ing against the plan in the US. 
Few American politicians, and 
even fewer military leaders, Bke 
the idea of exposing GIs to such 
risks. 

Yet it Is a disingenuous argu- 
ment when used by people who 
claim to espouse the Bosnian 
cause. IT the US rejects the plan, 
or sticks to its initial position of 
being prepared to support the plan 
only If it is accepted by all three 
parties, the Moslems will take that 
as a promise of US support for 
them, and hold out for better 
terms. The question is, what form 

would that support take? 

A popular answer in some cir- 
cles In Washington Is that the 
arms embargo should be lifted so 
that the Bosnians can fight their 
own battles. That sounds good as 
a rhetorical position, but would be 
a very poor way to help the Mos- 
lems if in fact the Serbs and 
Croats once again got the lion's 
share of the weapons. 

Some would go further and use 
US air power to compensate for 
Serb superiority in heavy weap- 
ons. Such a policy would certainly 
not be sanctioned by the Security 
Council, given the Russian veto. 

The US's desire to avoid risks to 
Its own troops is understandable, 
as is its reluctance to endorse the 
Vance-Owen plan. Yet the only 
alternatives are riskier, both for 
the Bosnians whom the US wishes 
to help and for the wider peace of 
Europe. 


Dutch courage 


THE COLLAPSE of Daf has 
brought the UK’s political left and 
industrial right into a not unfamil- 
iar aThflyirtt, The Dutch and Flem- 
ish authorities, it is said, have 
been prompt in offering Daf finan- 
cial and moral support The UK 
has done nothing. As a result Daf 
UK may go under while the rest Is 
saved. This typefies the dogmatic 
incompetence of a government 
which says it wants a new 
approach to industrial policy but 
is impotent when the chips are 
down. 

While this is understandable 
enough in emotional terms, it 
leaves a number of awkward ques- 
tions unaddressed: in particular, 
whether Daf is worth saving in Its 
present form. The answer seems 
sadly obvious. As Europe's sixth 
biggest track maker, Daf aimed to 
match its rivals’ product range on 
a much smaller sales base. It was 
also unduly dependent on the UK 
market In 1991 DaTs manufactur- 
ing business made a loss equal to 
some 40 pa- cent of Its sharehold- 
ers’ funds. In 1992 it seems to have 
lost the remainder. 

In book-keeping terms, the com- 
pany Is thus virtually worthless. 
Meanwhile, the UK market is 
barely recovering and the rest of 
Europe is still in decline. It is a 
truism to say that if enough 
money were pumped in, Daf could 
keep going. Whether that would 
be a sensible deployment of scarce 
economic resources is quite 
another matter. 

Nor is It dear that the UK gov- 
ernment was Incompetent, as ' 
opposed to obdurate, in its han- 


dling of the situation. The Depart- 
ment of Trade and Industry was 
scarcely unaware of what was 
happening; indeed, it turned down 
an appeal from Dal for £450m of 
state aid less than a year ago. 

The question of whether the UK 
should have a more intervention- 
ist industrial policy Is a legitimate 
topic for debate. Commercial lost 
causes like Da£ thon gh, do little 
to further it; particularly when - 
as in the case of Leyiand Daf - 
they have already consumed some 
£600m of taxpayers’ money during 
12 years of public ownership. That 
the Dutch authorities should view 
things differently is scarcely a 
matter for surprise. Any govern- 
ment which chooses to support- 
commercial misjudges ents on the 
scale of those at Phillips, for 
example, plainly takes a broad 
view of economic ntifity. 

But all this leaves out of 
account the question of what wifi 
happen to the assets themselves. 
There is supposedly a plan afoot 
to put the Dutch and Flemish 
parts of Daf together, leaving the 
UK business to its own devices. 
Some parts at least of the UK 
operation would doubtless then 
have to close; but that might have 
happened anyway. There wifi pre- 
sumably be competition to buy at 
least the Leyiand truck plant, 
which ha s a not in«igwmwint total 
of 2200 employees. If it is bought 
by a large and commercially via- 
ble competitor, those 2200 will in 
all probability be better off in the 
long run than their publicly sup- 
ported Dutch and Flemish col- 


Mr Smith’s task 


AN Inexplicable period of 
oeiay, and following modi throat- 
^tearing and shnffitng of the feet, 
John Smith has at last begun 
lead the Labour party. His 
ech to Labour’s local govera- 
nt conference In Bournemouth 
iterday him in the camp 
the “modernisers", those who 
1 re that the party must find a 

set of policies if it Is to stand 

.inne of avoiding a fifth elec- 
defeat in 1996 or 1997. 
“traditionalists", have been 
gtffen short shrift Mr Smith has 
cleariy learned the lesson of two 

Tj pfiforal case-histories: in Britain 
Labour has lost four times in a 
row because It did not keep In 
tune with the aspirations of ordi- 
nary people; in the US the Demo- 
crats won last November because 
President Bill Clinton understood 
what those aspirations wera and 
shaped his campaign accordingly. 
Ufa plain that Mr Smith has 
drawn the correct conclusion, Par- 
ties that look as if they represent 
the old left do not stand? chance 
in either coimbwpxrtiM that 
restructure themsdvwand adapt 
their programmes to eban g ng cir- 
cumstances can still realistically 
hope to succeed. . 

It is perhaps for this reasonthat 
Mr Smith used the words “new” 
and “renewal" no less than 25 
times in his 37-minute speech. He 
signalled the abandonment or 
Labour’s plans to nmationalise 
some of the utilities. The party s 
acceptance of the ntaed economy 
was given a new twist, with a call 
for partnership between dynamic 

markets and active 
The needs of the infflTidual were 


stressed; the powers of cabinets - 
the “elective dictatorship" - were 
to be circumscribed by a series of 
reforms. “Labour’s goal,” said Mr 
Smith, “must be about the 
advancement of individual people, 
about their ability to participate 
and their ability to prosper, which 
we believe can only be achieved in 
the context of a strong and sup- 
portive society.” 

One speech does not make a 
political resurgence. Mr Smith's 
Bournemouth address will fade 
from memory unless it is followed 
by radical deeds. Modernisation 
must begin with a restructuring of 
the party itself; to provide for one- 
member one-vote in all its coun- 
sels. Formal links with the trade 
unions must be severed. If nation- 
alisation is to be abandoned, the 
relevant clause In the party consti- 
tution must be repeated, if a form 
of full employment is to be 
espoused even as a distant ambi- 
tion. the “new economics” of 
which Mr Smith spoke must be 
shown to be practical when Mr 
Gordon Brown spells out the 
details. To be convincing, a pro- 
gramme Of constitutional chang e 
must indude electoral reform. Mr 
Smith's new Commission for 
Social Justice must not be allowed 
to ponder for too long. 

The Conservatives have not lost 
their own capacity for radical 
change, as the government’s 
long-term study of public spending 
shows. If Mr Smith is truly bold, a 
scheme to roll back the frontiers 
of the welfare state will emerge as 
a “new Labour" Initiative. The 
idea worked well enough for Mr 
Clinton’s “new Democrats”. 


I t is time to junk much con- 
ventional wisdom about the 
US economy. 

Until recently, most ana- 
lysts assumed the recovery 
from recession would remain abnor- 
mally weak. And looking further 
ahead they assumed that the US 
would continue to decline economi- 
cally relative to other industrial 
countries, principally Japan and a 
more unified European Community. 

Both assumptions are now 
looking shaky. A dutch of mnch 
stronger than expected data sug- 
gests the US recovery is finally 
beginning to take off. And the econ- 
omy that is emerging from recent 
structural upheavals is looking a 
potential world-beater. 

Output per hour increased 2.7 per 
cent test year - the fastest produc- 
tivity growth in 20 years. As Mr 
Alan Greenspan, the Federal 
Reserve chairman, told Congress 
recently, the post-recession econ- 
omy is a “different animal”: policy- 
makers have to come to terms with 
the implications of a “dramatic” 
improvement In productivity, espe- 
cially in the sprawling service 
sector. 

With productivity increases trans- 
lating Into impressive gains in cor- 
porate profits, US share prices are 
hitting record hfghw and the. dollar 
is beginning to oiftnii relative to 
other leading currencies. For inter- 
nationally mobile capital, the 
attractions of the US economy are 
enhanced by worse than expected 
performance just about everywhere 
else. Growth throughout Europe Is 
being held back by the strains 
imposed by German unification and 
currency instability. Japan, mean- 
while, is straggling with its worst 
ffnawrifli crisis in decades. 

President Bill Clinton shows few 
signs of appreciating his economic 
good fortune. He is not only inherit- 
ing a lean, productive economy, he 
is inheriting the most encouraging 
inflation outlook for a generation. 
Consumer prices are expected to 
rise by only about 2 L5 pm- cent-3.0 
per cent this year and next And the 
figures could be even better if the 4 
per cent productivity growth rate of 
the fourth quarter of last year is 
sustained. 

Mr CUnton, however, continues to 
talk as though the recession were 
barely over and in his State of 
Union address on February 17 is 
expected to announced an economic 
stimulus worth about $30bn, or 0.5 
per cent of gross domestic product 
This is expected to be split roughly 
evenly between immediate 
increases in federal spending, to 
take effect this fiscal year, and an 
investment tax credit (plus other 
growth incentives) that would be 
backdated to last December. 

He will also announce longer- 
term plans to tackle what he 
regards as two equally important 
deficits. The first is the familiar 
budget deficit, now running at 
about $30Gbn but expected nearly to 
double within a decade because of 
runaway growth of spending on 
healthcare and other "entitlement” 
programmes. The second is the 
“investment deficit”, a reference to 
relatively low levels of public and 
private spending In areas such as 
education, training and lnfrastuc- 
ture. 

As Mr Clinton works on his eco- 
nomic strategy, the signs of acceler- 
ating growth are becoming too 
numerous to miss. Preliminary fig- 
ures suggest real GDP grew at an 
annual rate of 3JJ per cent in the 
fourth quarter - the fastest pace 
since the Reagan “boom” of the 
1960s and well above most analysts’ 
projections. It followed growth at an 
annual rate of 3.4 per cent in the 
third quarter and constituted the 
seventh successive quarter of 
growth since the official end of the 
recession in the spring of 1991. 

A host of other data supports the 
GDP figures, which some now 
expect to be revised up, rather than 
down. New orders for durable goods 
rose 9 per cent between November 
and December, one of the biggest 
Increases on record. The index of 
leading indicators registered its big- 
gest gain for nearly a decade In 
December. The Purchasing Manag- 
ers’ Index - a reliable barometer of 
conditions in manufacturing — 
surged to 58 per cent last month, its 


The US economy is emerging from a 
protracted recession in leaner and fitter 
condition, writes Michael Prowse 

A potential 
world-beater 


higVit»K» level since the summer of 
1988. Home sales soared at the end 
at last year, reflecting the delayed 
impact of a sharp decline in interest 
rates. 

The composition of the GDP fig- 
ures, moreover, was unexpectedly 
encouraging. Growth did not reflect 
temporary factors such as a rebuild- 
ing of corporate inventories or a 
collapse in the personal savings 
rate. On the contrary it mainly 
reflected robust growth of consump- 
tion - supported by unexpectedly 
large increases In personal incomes. 
Corporate investment in plant and 
equipment and residential construc- 
tion surged, mainly as a result of 
lower interest rates. 

Mr CUnton is fretting, however, 
because the rate of job creation 
remains disappointing. On Friday, 
the Labour Department reported an 
Increase in non-farm employment 
last month of slightly more than 
100,000, about a third to a half the 
increase expected in a “normal" 
recovery. 

Since the end of the recession, 
private-sector employment has been 
almost static — a startling turn- 
around after the creation of 2lm 
jobs in the Reagan years. Public 
anxiety Is being fuelled by a steady 
flow of job cuts at leading blue chip 
companies such as computer maker 
IBM, retail group Sears Roebuck, 
and car manufacturer General 
Motors. 

B ut even the job outlook 
is not quite as bad as 
White House rhetoric 
would suggest Friday's 
employment figures 
showed that the proportion of (Effer- 
ent industrial sectors hiring new 
workers has risen sharply in the 
past three months. The unemploy- 
ment rate fell to 7.1 per cent That 
is still higher than at the aid of the 
recession and well above the 5^j per 
cent “natural rate” - the rate reck- 
oned to be consistent with non-ac- 
celerating inflation. But it is 
sharply down from a peak of 7.7 per 
cent last June and far less than 
European levels of about 10 per 
cent 

Officials are also worried that the 
recent upbeat numbers are overstat- 
ing the~feconomy’s likely growth 
this year. Early figures for January 
show few signs of retrenchment: car 
dealerships and department stores 
are both reporting strong sales. 
However, the fourth quarto: figures 
were distorted, for example by 
rebuilding after hurricane damage 
in Florida and by the bringing for- 
ward of bonuses in the securities 
industry to avoid higher taxes this 
year. Exports, resilient so far, could 
yet be hit hard by the sharp slow- 
down in many overseas markets. 

Nor can Mr Greenspan’s famous 
“headwinds” be forgotten. These 
structural factors, including cuts in 
defence, still high levels of personal 
and corporate indebtedness, glutted 
commercial real estate markets and 
restraints on credit supply to small 
b us i n e ss, remain potential drags cm 
growth. The best that can be said is 
that a natural healing process 
seems well advanced. 

Having failed to predict two previ- 
ous “dip b", the US forecasting fra- 
ternity thus r emains understanda- 
bly cautious. The consensus view is 
that the underlying growth rate Is a 
solid 3 per emit, rather than the 
near 4 per cent rate of late 
last year. 

The big question is whether the 
US economy is experiencing more 
than a cyclical rebound. With the 



defeat of the Republicans in the 
election, a debate about the econo- 
my's underlying strength is getting 
under way. In this year’s Economic 
Report of the President, Mr Michael 
Bos kin, chairman of President 
Bush's Council of Economic Advis- 
ers, dismissed “dedinlst” fears that 
the US is losing ground relative to 
other industrialised countries. 

H e claims that the US 
Is more internation- 
ally competitive than 
it has been in decades 
and that it accounts 
far a larger share of the industrial 
output of the 24 rich members of 
the Organisation for Economic 
Cooperation and Development than 
it did in 1970. The share of US 
exports in GDP has risen rapidly to 
about 11 per cent against 8 per cent 
in 1987, reflecting the success of 
American companies in winning 
back market share overseas. living 
standards, measured property to 
reflect differences in internal prices, 
remain the highest in the world. 

Mr Boskin is probably overstating 
his case: the revival of -US exports, 
for example, . was helped enor- 
mously by the dollar’s depredation 
since 1985. But something Impor- 
tant did happen in the 1980s, partly 
as a result of an overvalued dollar: 


US industry suddenly woke up to 
the reality of foreign competition. 
Faced with higher quality, and usu- 
ally cheaper, products from Japan 
and Germany, it began a fundamen- 
tal reappraisal of work practices 
and business strategy. 

The fruits were evident first in 
sharp gains in manufacturing pro- 
ductivity. According to OECD fig- 
ures, productivity in US manufac- 
turing rose by about 55 per cent 
between 1980 and 1991, compared 
with gains of less than 40 per cent 
in Germany and Japan. Manufactur- 
ers thru, extended an already size- 
able productivity lead relative to 
their rivals. 

But inefficiency in the US sendee 
sector (which was absorbing huge 
numbers of baby boom workers) 
meant that overall productivity 
growth was only about a third of 
the average L5 per cent annual pace 
in industrialised countries. The 
importance, of recent productivity 
numbers is that they suggest that 
the US service sector - which 
accounts for three quarters of value 
added - is now undergoing a 
restructuring akin to that of manu- 
facturers in the 1980s. hi the fourth 
quarter of last year, overall produc- 
tivity actually grew slightly faster . 
than manufac turin g productivity, 
suggesting that service companies 


were improving their efficiency 
even fester than manufacturers. 

- Productivity always rebounds 
.after recessions, so It is too early to 
be certain that a long-lasting trans- 
formation of services is under way. 
But it is certainly consistent with 
other trends, such as a shake-out of 
white collar jobs and heavy invest- 
ment in computer technology. 

The notion that US business in 
undergoing a renaissance of sorts is 
bom out In other ways. The quality 
of US cars, for example, is greatly 
improved. Symbolically, the best- 
selling car last year was a Ford 
rather than a Honda. And while 
IBM’s problems are typical of those 
. of aged “national champions” every- 
where, all of the young companies 
competing 'for Its mantle - Micro- 
soft, Intel and so forth - seem to be 
American. US capitalism has not 
lost its capacity for innovation. 

The CUnton administration still 
faces formidable problems. Ms 
Laura Tyson, Mr Boston's successor 
at the CEA, is justifiably concerned 
about the steady rise in inequality 
in the past decade and the rising 
numbers of full-time workers who 
cannot earn enough to keep their 
families above the official poverty 
line (a yardstick based on the 
income required to buy food and 
other essentials.) 

T he rise In inequality is 
real and it explains 
much popular discontent 
about the economy. The 
gap In income and 
wealth between the top 20 per 
cent-30 per cent of well-educated 
graduates and the rest of the popu- 
lation - Mr Clinton's “forgotten 
middle class" - seems to be grow- 
ing relentlessly. Ironically, it may 
be partly a consequence of the US's 
successful adaption to the rigours of 
global competition. 

Being internationally competitive 
means paying the going world rate 
. for different factors of production; 
the problem fin- many US workers is 
that the going rate for low-skilled 
work is substantially less than what 
is required for a comfortable US 
life-style. The answer, as President 
Clinton argues, lies mainly in 
improving the education and train- 
ing of workers at the bottom of the 
pile - an important requirement in 
addressing the so-called “invest- 
ment deficit". 

The other, depressingly familiar 
problem is the federal government's 
inability to balance its budgets. The 
latest projections suggest the deficit 
wlU stabilise at about $300bn (or 
slightly less) in the next few years 
and then rise steeply again. 

In principle, this drain on private 
sector savings Is easily stemmed: 
the deficit could be eliminated 
entirely over four or five years 
without imposing any measures 
that are not already commonplace 
in most other OECD countries. The 
US simply has to choose from a 
menu of unplatable options that 
Includes: deeper cuts In defence 
spending; tougher controls on the 
price and volume of medical ser- 
vices, higher taxes on federal pen- 
sions, and a broad-based tax on 
energy or consumption, preferably 
both. 

Mr Clinton's unofficial target is 
for annual budgetary savings of 
about SI45bn within four years. 
This would enable him to project a 
deficit in his final budget of about 
$200bn. He Is certain to raise the top 
rate of income tax and to cut 
defence spending, but his resolve du 
more controversial issues, such as 'a 
broad-based energy levy, has yet to 
be demonstrated. But if he can con- 
vince the electorate that everybody 
(especially the rich) is being asked 
to make a fair sacrifice, he may 
prove a more effective budget-trim- 
mer *haw sceptics fear. - 
The deficit will remain a head- 
ache. But it is not enough of a drag 
to abort this private-sector led 
recovery. The productivity revival 
looks genuine and offers a real 
chance of sustained non-inflation- 
ary growth. The irony is that much 
at the credit should go to . George. 
Bush, Who lost the election because 
he followed a classic piece of eco- 
nomic advice and chose to sit- there 
rather than do something. The 
result was an agonisingly slow, but 
eventually solid, recovery. 


Observer 


Object 

lessons 


■ Why should one of the world's 
canniest fund managers seek advice 
on property investment from the 
central figure in the world's most 
spectacular property empire 
collapse? 

Well, George Soros replied, he 
was excited that his new Quantum 
Realty property fund is to be 
advised by Paid Reichmaim. whose 
abilities as a “developer and creator 
of values” are outstanding even 
though his Canadian-based Olympia 
& York business has been undo: 
bankruptcy court protection for 
the past nine months. 

Take for example Reichmann’s 
three real estate “grand slams" 

- the development of down to wn 
Toronto In the early 1970s; taking 
a big stake in Manhattan property 
in 1977 at the bottom of the market; 
and the successful development 
of the World Financial Center In 
New York in the 1960s. 

True, Soros conceded, there was 
also Canary Wharf in London's 
docklands, which helped to * 
precipitate OAT’S collapse. But 
that “taught Investors important 
lessons, which we intend to apply 
in the management of Quantum 
Realty". In particular: “If you 
pyramid your leverage [buildup 
layer on layer of debt] eventually 

you are going to come a cropper." 

While the new fond will boy 
mainly in North America, he added. 


It might also invest in Latin 
American markets and Europe, 
including London. 

So might the line stretch to 
Canary Wharf, now in the hands 
of administrators? That, said Soros, 
was “rather a distant possibility," 
since the fond would not have 
sufficient money at Us disposaL 


OverkiH 

■ Whatever problems the BBC will 
face in its intense battle with 
commercial rivals in future, lack 
of strategic advice is not going to 
be one of them. Although thousands 
of jobs are likely to be axed, new 
BBC boss John BIrt has earmarked 
one area for expansion - the policy 
& planning directorate, headed by 
newly promoted Patricia Hodgson. 

The Beeb is advertising for a 
chief adviser, commercial and 
business policy; a head of strategy 
evaluation; and a head of business 
information both reporting to a 
new chief adviser, corporate 
strategy. Such appointments make 
It incr easingly hard to taka . 
seriously John fort's vaunted war 
on BBC bureaucracy. 


Butler Cox II? 

■ Can George Cox, the former 
chairman of the Management 
Consultancies Association, recreate 
the same sort of magic at 
slumbering P-E international as 
he did at his old firm of Butler Cox, 



There's nothing here on how to 
save the economy’ 

one Britain’s leading Information 
technology consul t ancies? 

When an established firm of 
management know-alls, nit* P-E, 
has to go outside for a new boss. 

It Is a sign that all is not welL 
Having gone public in 1986. P-E 
prospered in the boom, but has 
been unable to find the right 
formula for backing the recession. 
The dividend has had to be cut and 
heads have rolled. 

Enter George Cox, F-E's chairman 
since last May. He made a fortune 
selling his old company at a 
sky-high multiple to the Americans 
two years ago. Now he is trying 
to repair P-E. Having rejigged his 
board and put another new arrival, 


Peter Smith, in charge of P-E’s . 
management consultancy aide, he 
is addressing the company’s big 
weakness - its lack of a predictable 
and secure source of income. 

Cox’s latest wheeze, the P-E 
Centre for Management Research, 
sounds remarkably like one of his 
earlier bright ideas, the enormously 
successful Butler Cox Foundation, . 
a self-help subscription chib for 
large companies. 

Membership will cost £20,000 
annually, discounted to £L5J)00 
for the first year, and medium-sized . 
companies are being offered a 
cheaper rate. ’ 

The best ideas are usually the : 

old ones, even in management 

consulting - it b wtk . ■ 


Off your bike ; 

■ Hard to remember thp fast time 
a politician resigned for felling off 
his collapsible bike. However, the 
bizarre case of Leo McLeay, 
Australia's parliamentary speaker, 
is doe of those unforeseen incidents 
which just could tip Australia's 
forthcoming general election. . 

It was not the over-weight 
McLeay’s fault that he fell off his 
Government-owned win after he 
hit a pothole and broke his ann. 
But what has upset Australians 
is. the size of the AJ85.0OO damages 
he won, and the speed with which 
they were paid out, especially since 
he controls the official department 

which he sued. No one suggests 
that McLeay has h ***fn dighnnpfa 


But it took a long time before the 
compensation payment was 
revealed and it has incensed 
Australians who feel they’ve been 
less well treated in accidents. 

McLeay is a dose ally of Prime 
Minister Paul Keating and his 
embarrassing resignation will only 
fuel complaints that after a decade 
in power tire government has lost 
touch with ordinary Australians. 
Norman Lament should take note. 


Cuckoo 

■ Do the Swiss have a sense of 
humour? Contrary to popular belief, 
occasional outbreaks of humour 
have been reported in Switzerland 
and the latest comes courtesy of . 
the Hotel Schwekerhof Zuerich. 
one of Zurich’s business 

bostelries- It has started issuing 
foreign guests with a list of " 
authentic Swiss jokes: 

L What fairy tale does a Swiss 
enjoy most? 

His income tax returns. 

2. A Swiss who had come into 
money announced: “At fast I can 
afford champagne ami caviar. All 
Tve got to do now is learn to like 
them!" 

Nevertheless, Observer still needs 
to be convinced that a sense of 
humour has taken firm hold in 
Switzerland. A bottle of the finest . 
malt for any sign of Swiss 
humorous life capable of 
withstanding publication. Samples 
by mall or fax to 071-873 392fi - ' 
not telephone please. 
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US marines inspect the contents of wheelbarrows of Somali vendors at a checkpoint on the Green Line that divides the capital Mogadishu. 
The Green Line was the scene of conflict between rival clans on Friday and Saturday that left at least two dead and several wounded 


EC leaders say Americans play vital security role 


US reassures allies over 
commitment to Nato 


By Edward Mortimer and 
Quentin Peel In Munich 

MR LES ASP1N. the new US 
secretary of defence, sought to 
reassure his allies in Nato at the 
weekend that the Clinton admin- 
istration's plans for troop cuts in 
Europe would not undermine its 
commitment to the alliance. 

H Our intention to reduce our 
presence in Europe by the mid- 
1990s reflects the reduced threat 
environment in Europe, not any 
reduction in our commitment to 
Europe.” he told senior govern- 
ment ministers, top diplomats 
and military officers attending 
the annual Munich security con- 
ference. 

The defence secretary is expec- 
ted to receive a report in Wash- 
ington today on how the total US 
military strength can be reduced 
to l.4m, instead of the Bush 
administration's target of 1.6m 
over the next five years. The 
number of troops in Europe is 
expected to be cut to a maximum 
of 100,000, instead of 120,000. 

Mr Aspin was responding at 
the weekend to repeated urging 


by the European allies, led by 
German chancellor Helmut Kohl, 
for the new US administration to 
restate its security commitments, 
at a time of growing instability in 
eastern Europe. 

While he stopped short of spell- 


Bosnia > mediators 3CC hope 
of US support ..............Page 2 

Editorial Comment ...Page 11 


mg out any details of the admin- 
istration's foreign and security 
policy rethink, he insisted that 
his very presence in Munich 
should “demonstrate our determi- 
nation to work with our Euro- 
pean allies to meet the challenges 
of the post-cold war era”. 

Mr Kohl led the European cho- 
rus calling on the US to maintain 
its commitments. "It is impera- 
tive that the US, mindful of the 
lessons from history this century, 
continues to play its central role 
in matters of European security," 
he said. 

"It also requires that a substan- 
tia] military presence should 


remain in Europe In order to 
meet the alliance's tasks now and 
in the future." 

His words were immediately 
echoed by Mr Douglas Hurd, the 
British foreign secretary, who 
said: "It would be deeply foolish 
to let or encourage the 
Americans to go home, as foolish 
as it was in the 1920s when Adolf 
Hitler was simply an insignifi- 
cant adventurer in this city of 
Munich." 

The strains in the Nato alli- 
ance. and the anxious debate 
among the allies over how to 
redefine its role, dominated the 
meeting. 

Mr Kohl repeatedly stressed 
the dangers of instability in east- 
ern Europe, especially the former 
Soviet Union, requiring concerted 
action from all the western allies 
to prevent new conflicts. 

However, he underlined the 
budget pressures on member 
states when he announced a new 
review of the troop strength of 
the German military, opening the 
possibility that it could be 
reduced below the present target 
of 370.000. 


White House rebuffs EC 
on timetable for Gatt talks 


By Lionel Baiter In Brussels 

THE CLINTON administration 
has rebuffed European Commu- 
nity overtures seeking agreement 
on a timetable for an early con- 
clusion of the Uruguay Round of 
global trade talks. 

Sir Leon Bnttan, EC trade com- 
missioner, made the soundings in 
advance of this Thursday's open- 
ing round of bilateral trade talks 
to be held in Washington with Mr 
Mickey Kantor, US trade repre- 
sentative. 

Mr Kantor's response was non- 
committal - on the grounds that 
the new administration Is still 
formulating policy - and there- 
fore a blow to Sir Leon’s attempts 
to convey a sense af urgency 
towards concluding the six-year- 
old Gatt talks. 

Last week. Mr Arthur Dunkel. 
Gatt director-general, further 
dampened prospects for a rapid 
Gatt deal when he said that a 
breakthrough was unlikely to 
occur before March 1. the dead- 
line for the US “fast track" nego- 
tiating authority. 

According to officials in Brus- 
sels. Sir Leon was looking for a 
commitment that Mr Clinton 
would seek, if necessary, an 
extension of between three and 
sL\ months to the “Cast track" 



Brittan: tried to convey sense of 
urgency towards concluding talks 


negotiating authority which 
allows the administration to offer 
a Gatt deal to Congress for 
approval or rejection without 
amendment. 

Without such a tight negotia- 
ting framework, the risks 
increase of a Gatt package unrav- 
elling and an agreement being 
delayed until next year or later, 
an EC official familiar with Sir 
Leon's thinking said. 

EC officials have now down- 
graded expectations of what can 


be achieved at the first meeting 
between Sir Leon and Mr Kantor, 
beyond "getting the chemistry 
right” and ensuring that the 
administration decides to make 
some form of Gatt agreement a 
top priority. 

Beyond talks with Mr Kantor, 
Sir Leon is to meet Mr Robert 
Rubin, an old Yale colleague who 
is special assistant to the presi- 
dent on economic policy, as well 
as members of Congress, and pos- 
sibly Mr Lloyd Bentsen, US Trea- 
sury secretary. 

The two sides must also 
address two separate trade dis- 
putes which, while inherited 
from the Bush administration, 
have again flared up since Mr 
Clinton took office. 

Relations soured this month 
after the new administration's 
preliminary decision to impose 
anti-dumping duties on steel 
exports from the EC and other 
countries. Last week the adminis- 
tration announced that the fed- 
eral government would stop buy- 
ing goods and services from EC 
countries unless the EC ended 
discrimination in public procure- 
ment contracts. Including tele- 
communications. 

EC officials think these bilat- 
eral disputes are best contained 
within the Gatt framework. 


European steelmakers to discuss cuts 


Continued from Page l 


work and conditions for a future 
rescue plan. 

A complicating factor is how 
the Community plans to deal 
with EC steelmakers' losses 
caused by cheap imports from 
eastern and central Europe, and 


the growing dispute with the US 
following the Clinton administra- 
tion’s decision this month to 
impose preliminary anti-dumping 
dudes on EC steel exports. 

Sir Leon Brittan, EC trade com- 
missioner, has pressed member 
states to consider granting a 
more generous market share for 


eastern European exporters, 
beyond the current 5 per cent He 
would also like to see a more 
restrained approach to anti- 
dumping against the former com- 
munist countries, although EC 
steelmakers are complaining that 
cheap imports are driving up 
their losses. 


Keating 
announces 
Australian 
election in 
March 

By Emilia Tagaza in Melbourne 

MR Paul Keating, Australia's 
prime minister, yesterday called 
a federal election on March 13 
after his Labor party lost a state 
election in Western Australia by 
a smaller than expected margin. 

By choosing to go to the elec- 
torate three months earlier than 
he had to, Mr Keating is seeking 
to capitalise on Labor’s rise in 
popularity since he wrested the 
premiership from Mr Bob Hawke 
in December 1991. A Morgan 
Gallup poll, to be pnblished in 
Time Australia magazine today, 
indicated that Labor would win 
by 5 per cent if the election were 
held now. 

The announcement launched a 
fierce political and personal bat- 
tle. Mr Keating, 49. was trea- 
surer for eight years as Australia 
sank into its deepest recession 
since the 1930s. He is famous 
for vicious criticism of his 
opponents. 

Mr John Hewson, the 47-year- 
old leader of the coalition of 
opposition conservative parties, 
is an economist who loves sports 
cars. The two men are known to 
detest each other. 

In Western Australia, a scan- 
dal-ridden Labor state govern- 
ment, expected to lose by a land- 
slide in Saturday's poll, suffered 
only a 5 per cent swing against 
it, with the opposition coalition 
increasing its share of the vote 
by just 2 per cent. It was the 
third time in a year that a Labor 
government had been unseated 
in a state election. 

Mr Hewson said he conld win 
the federal election because the 
Western Australian poll showed 
middle-class Australians desert- 
ing Labor. "I think with nearly a 
million Australians unemployed 
and millions of others genuinely 
worried about whether or not 
they’ll keep their job, the Issue is 
going to be who is best able to 
manage this country," he said. 

Anstralia's economy, which 
has began to turn upwards, 
boasts an inflation rate of only 
0.3 per cent bnt unemployment 
at 11.3 per cent. 

Mr Keating said be would 
tomorrow announce an economic 
policy package designed to 
expand business opportunities 
and accelerate economic growth. 
Today he will outline a strategy 
to take advantage of trade oppor- 
tunities in Asia. 

Mr Hewson's economic strat- 
egy is centred on a value-added 
tax on consumption. Although it 
would be offset by income tax 
cuts, the VAT proposal has 
become the main target of gov- 
ernment counter-attacks. 

Mr Keating, whose policy as 
treasurer was to liberalise the 
economy by floating the cur- 
rency and cutting tariffs and 
taxes, has sought to refocus Aus- 
tralia on its role in Asia and 
favours moves to lessen tradi- 
tional ties with Britain. He 
warned voters yesterday that a 
conservative victory would 
threaten the national health sys- 
tem and labour relations. 
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THE LEX COLUMN 

Forging tighter 


UK fund managers have shown little 
enthusiasm for switching from equi- 
ties into gilts at current yields. But 
one might reasonably wonder how 
much longer they will retain a free 
hand. Actuaries are asking mature 
pension funds to favour the more cer- 
tain investment income from bonds. 
Having paid out too much in bonuses 
over the last three years, life assur- 
ance companies are equally under reg- 
ulatory pressure to increase weight- 
ings in fixed-interest Legal & General 
has argued this may already be chang- 
ing the valuation relationship between 
bonds and equities. 

Gilts might normally be expected to 
yield 2J3 times more than equities at 
this stage in the cycle. Without any 
change in long gilt yields of 8.5 per 
cent, the prospective yield on equities 
would have to fell below 4 per cent 
before institutions were tempted Into 
bonds. That implies sharply higher 
share prices. But a yield ratio closer to 
2 times - reflecting a greater institu- 
tional preference for bonds - would 
enable long gilt yields to settle at 
around 8.5 per cent this year, while 
allowing for a modest rally in equities. 

That may sound wishful thinking 
for a government worried about its 
funding problem, not least because the 
maturing of pension Fund liabilities is 
a slow. Incremental process. Life com- 
panies are equally under less pressure 
to change investment strategy while 
equities are rising. Even so, the pen- 
sion law review committee is expected 
tu ieccuuiiend a ummiiuiu solvency 
standard for pension funds this year. 
Actuaries may have little choice but to 
recommend a higher weighting in 
bonds. 

US bonds 

The US Treasury has given a hint of 
things to come in setting the amounts 
for auction in this week's quarterly 
funding. By cutting the amount of 30- 
and 10-year bonds on offer, it appears 
to be signalling a preference for fund- 
ing at the short end of the yield curve 
where rates are cheaper. It may be 
several months before this is con- 
firmed as official policy. But a move 
which might hold down long yields 
must seem doubly tempting in that it 
could reduce the residential mortgage 
rate and lift consumer confidence. 

The trouble is that nothing comes 
without a price. U lower supply pushes 
long-term rates down, extra supply 
will quickly push short-term rates up 
by a similar amount That will penal- 
ise companies which borrow in the 


US government securities 

Yield (%) 



commercial paper market as well as 
homeowners who have borrowed at 
variable rates. As the yield curve flat- 
tens, commercial h anks would lose the 
windfall gained from using cut-price 
deposits to buy Treasury bonds. 

Still bigger risks are that the Clin- 
ton administration will fell to curb the 
budget deficit and that recovery will 
eventually rekindle inflation. Then 
refinancing a swollen pile of 
short-term debt would prove expen- 
sive. The Treasury could rue the day it 
looked askance at 30-year money cost- 
ing little more than 7 per cent The 
size of any fiscal stimulus and any 
subsequent deficit reduction will have 
a larger impact on where yields finally 
settle than shifting borrowing down 
the yield curve. 

Japan 

The Japanese government's tactic of 
pouring public pension and postal 
funds into an overvalued stock market 
may not be great value for the ulti- 
mate beneficiaries, but then the 
authorities have more immediate con- 
cerns. Most attention has focused on 
the risk that commercial banks may 
be unable to meet their BIS capital 
adequacy ratios if the stock market 
fells much further. Yet while the 
banks’ capital is hardly generous and 
their bad debt problems are large, 
fears of a severe credit crunch look 
overdone. With companies cutting 
stocks and reducing capital invest- 
ment, loan demand is flailing. Large 
hanks which wish to top up their tier 2 
capital can do so through subordi- 
nated debt issues. 

The government is probably more 
worried about trust banks and second- 
tier life assurance companies. Some of 
these have virtually no unrealised cap- 
ital gains left on their equity portfo- 


bonds 

lios. A further drop in equities could 
leave them short of reserves. As 
returns on cash and bonds fell, they 
will struggle to maintain bonuses. 
Cuts in bonus rates would, however, 
sec further cash outflows to more 
attractive savings products. The 
strains are already showing. Last 
week the life companies announced a 
cut in the discount rate they use to 
calculate long-term returns. Premiums 
will rise as a result. Daldo Mutual Life 
Insurance is reducing its head office 
staff by 10 per cent The Ministry of 
Finance may relax rules requiring life 
companies to write off foreign 
exchange losses on overseas bond 
holdings. With the rivets creaking, 
some smaller life companies really 
need that share support operation. 

UK property 

Property shares have had a good run 
in response to lower interest rates. 
The underlying market has been 
slower to respond. Perhaps equity 
investors sense a recovery in capital 
values down the road as well as 
enhanced yield attraction. That repre- 
sents a maverick view in the direct 
market, where buyers still need nerves 
of steel. 

The fear is that property's plight is 
as much structural as cyclical, 'fire 
balance of leasehold power appears to 
be swinging from landlord to tenant, 
threatening security of income. There 
is poor liquidity within the sector as 

Ihuikb tue Iimui Lu lend Lu wuulu-ue 

buyers. Commercial rents and asset 
values continue to spiral downwards. 
Property's traditional appeal os a 
hedge against inflation looks less rele- 
vant given deflationary pressures in 
the global economy. 

By most historical measures, prop- 
erty is cheap. Yields - now in excess 
of 10 per cent - have climbed above 
those on long-dated gilts for the first 
time in decades. This reflects the risk 
of capital erosion. But It also points to 
the possibility of attractive returns. 
Investors able to pick and choose can 
find good value, as some German 
ftjnds have found in central London. 
Some custom-built properties for 
blue-chip tenants also hold out promis- 
ing prospects. Optimists suggest such 
investments imitate convertible bonds, 
combining security of income with tbe 
capital appreciation of an equity 
investment Though this is true lor 
selective sectors, capital appreciation 
will not be a general market feature in 
the foreseeable future. More than ever, 
investment skill will be at a premium. 
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Global aims for 
Banco Santander 

.Banco Santander, the Spanish bank, plans to 
atop up its international expansion with the aim 
of Increasing net profits earned abroad to SO 
per cent of the group’s total. “The time will 
come when half our assets and profits will be 
abroad,” said Mr Emilio Botin, chairman. “That 
is our objective and that is where we are 
- Going.” Page 14 


Target for Democrats 

Mr Alan Greenspan 
(left), the Federal 
Reserve chairman, and 
President Bill Clinton 
are circling each other 
warily. As one of the few 
remaining conservatives 
with real power, Mr 
Greenspan has become 
a target for congressio- 
nal Democrats. If Mr . 
Greenspan wants to be 
remembered as the first 
Fed chairman for a gen- 
eration to secure something approaching price 
stability, he may need to raise short-term inter- 
est rates substantially in coming years. This 
could lead to a bitter tussle with the Clinton 
administration, which Is unlikely to want a 
tightening of monetary policy before the next 
election. Back Pag* 


Barclays enters private banking 

Barclays launches a private banking service 
today to cater tor clients with at least £500,000 
in assets. Private banking is attractive because 
most lending is well secured, and Income is 
generated through services. Page 14 


Roussel rises 72% 

Roussel-Uclaf, the large French chemicals 
company, has bucked the slump in the French 
corporate sector by increasing net profits 72 
per cent to FFr1.02bn ($1B2m) in 1992. Roussel 
is in the middle of a rationalisation programme 
that involves the closure of eight out of Rous- 
sel's 10 European factories and the loss of 800 
jobs. Page 14 


US bonds await February 17 

February 17 will be an important day for the US 
credit markets. On that day President Bill Clin- 
ton will unveil his economic plans. His mes- 
sage could either boost the bond market rally 
or send the market Into reverse. Page 16 
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Daf demerger 
plans win support 
of Dutch ministry 


By David Brawn In Amsterdam 
and John Griffiths In London 

DUTCH economic affairs minister 
Mr Eoos Andrlessen has 
expressed his support for plans to 
unbundle Daf, Europe's slxth- 
Iargest truck manufacturer, sal- 
vaging the core operations in the 
Netherlands and t ransf erring UK 
plants to a separate new unit 

Speaking on Dutch television 
on Saturday Mr Andriessen said 
he regarded Daf s core operation 
as a viable long-term business. 

A broad demerger plan, details 
of which were being finalise d by 
the company’s receivers over the 
weekend, is "likely to be imple- 
mented”, he added. Under the 
plan, the Dutch government 
could emerge as a dominant 
shareholder in the newly-formed 
Dutch operation after an injec- 
tion of several hundred million 
guilders in new liquidity. Dutch 
banks, including ABN Amro, 
would also join in the finance 
operation, with the present Daf 
group being declared bankrupt 
perhaps as early as this week. 

Mr John Talbot, the receiver of 
Leyland-Daf, the truck and van 
operations which employ 5^00 in 
the UK, returned to London after 
reviewing the fixture for the* UK 
operations with administrators at 
Daf s headquarters in Eindhoven. 


So far, there are understood to 
be no substantive talks in prog- 
ress between the UK receiver and 
rival truckmakers with a possible 
interest in all or part of the UK 
operations. 

Those with a possible but, so 
far, undeclared interest include 
Daimler-Benz and MAN of Ger- 
many, Paccar of the US - which 
already owns Foden in B ritain - 
and Hino, the Japanese truck- 
maker. 

Daf announced the financial 
collapse last Tuesday and sought 
protection from its creditors in 
the Netherlands. Belgium and 
the UK after running up lasses of 
more than FI 800m ($430m) over 
the last three years. 

The new continental company, 
comprising core medium, and 
heavy truck production units 
now employing 6,000, would be 
Bet up in the Netherlands. 

The Belgian operation in Wes- 
ter lo, which produces car and 
truck axles for the Eindhoven 
plant and employs 1*500, would 
be separated into a stand-alone 
unit owned by Belgium’s General 
de Banque, according to reports. 

• Some workers at Leyland- 
Daf won a pay rise in January 
that will raise their pay by 10 per 
cent by the end of the year if the 
deal is not scrapped as pert ot a 
survival package. 


American Express is at a loss to explain; the red ink at its Shearson 
Lehman brokerage, write Alan Friedman and Patrick Harverson 

Leaden results in a golden age 
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Investcorp profits 
rise 20% to $62.7m 
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By Robert Poston, 

Banking Editor 

INVESTCORP, the Bahraini- 
financed international invest- 
ment bank which controls 
well-known businesses in the US 
and Europe, pushed up its after- 
tax profit by 20.2 per cent to 
$62. 7m in 1992. 

-havestoorp, which was set up 10 
years ago, specialises in channel- 
ling funds held by wealthy Arabs 
into well established businesses, 
such as Gucd and Saks Fifth 
Awenue. It is attempting to buy 
and reorganise Circle K, the 
bankrupt US convenience store 

Mr Michael Merritt, Invest- 
corp’s chief administrative offi- 
cer, said there were two main 
reasons for the profit growth. 
Investcorp realised two of its US 
investments, Catherine’s Stores, 
a US retail chain specialising in 
extra large clothing for women, 
and Sports & Recreation, a sport- 
ing goods retailer. 


The second source of profit 
growth was the two corporate 
acquisitions it organised during 
the year, on which it earned fees. 
On behalf of its pool of investors 
and also using its own funds, a 50 
per cent stake in the German 
Mondi Group, a clothing manu- 
facturer, was bought, 

In early 1992, it bought Nou- 
velle Lemania, a manrifectxfrer of 
watch movements, and then 
merged this business with Bra 
guet, the Swiss watch company 
owned by Investcorp and its ch- 
eats. Mr Merritt said Investcorp 
was looking at posable invest- 
ments in the UK. 

He and Mr Elias Hallack, 
Investcorp 's chief financ ial offi- 
cer, are being appointed cochief 
.operating officers. 

A $l5m cash dividend is being 
paid - identical to the payment 
far the past few years - repre- 
senting a 15 per cent return on 
the capital invested by the 
founder shareholders in the busi- , 
ness. 1 


A mong the challenges fac- 
ing the new leadership of 
American Express, Che 
troubled travel mid financial ser- 
vices group, few are as serious as 
the red ink td Shearson Lehman 
Brothers, the group’s brokerage 
find investment hanWng 1 subsid- 
iary. Last .month Shearson, the 
second biggest stockbroker in the 
US, disclosed a loss of 5116m for 
1992 and said its brokerage com- 
mission income rose by a paltry 
1.8 per cent during the whole 
year. 

By contrast, Merrill Lynch, the 
market leader, last year enjoyed 
net profits that were 37 per cent 
higher at S85&4n and brokerage 
commission iwwnni that rose by 
12.3 per cent. FaineWebber, 
ranked third, reported 41 per cent 
better net earnings of 32i&2m 
and brokerage commission 
income that Improved by 14 per 
cent 

Last week, as the dost began to 
settle on the boardroom battle at 
American Express which led to 
the resignation of Mr James Rob- 
inson as chairman, analysts were 
still puzzling over the reasons 
behind Shearaon’s losses in 1992, 
a year that saw some of the fat- 
test earnings in securities indus- 
try history. 

There Was afeo confusion about 
the leadership of Shearson. The 
question arose because Mr Robin- 
son had hwt»n rtamtt d /dialrmaq 

and chief executive of Shearson 
just four days before be severed 
all ties to the American Ex press, 
group- In winning those positions 
Mr Robinson had elbowed aside 
Mr Howard Clark as Shearson 
chief, relegating him to vice- 
chairman. The firm is now being 
run an an interim basis by Mr 
Richard Fold and Mr Tom TfiU, 
the Lehman-side executives who 
were recently named co-presi- 
dents. 

On Wall Street a surprising 
number of analysts who follow 
American Express and Shearson 
said they did not have enough 
information to understand the 
underlying reasons for Shear- 

SOIli malniyi 

Sfhearson has pit up tfiffTarri- 
cfides. Jburnafi&f 1 and analysts 
are being giv e n few details. Mr 
Michael Egizf o, a ftnawiai ser- 
vices analyst at Duff & Pfaelpa, 
the credit rating agency, said 
that because he had been denied 
access, he could not really know 
what was wrong with the firm. 
“The company doesn't seem to 
know either - that’s whafs so 
disturbing,'” he «aid. 

At first glance Shearson’s 
fourth quarter 1992 net loss of 
6166m and full-year deficit of 
Jll&n can he explained by a vari- 
ety of special charges. 

These charges include a 6150m 
after-tax write-off relating to 
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loans and equity held by Shear- 
son in Ctorapulirrision, a com- 
pany that has had trouble for the 
past two years in servicing a 1990 
bridge loan that was to have been 
refinanced by junk bonds. Also 
included is a Jl07m writedown of 
property holdings and 559m in 
unspecified legal provisions. 

But in the fourth quarter of 
1992 Shearson still only made 
J4m of operating income before 
M periai charges. Mr John Keefe, 
an independent flwtmrfal service 
analyst at Keefe Worldwide Ser- 
vices, said it was odd that “if you 
take away these rnmanai items it 
is stiH bard to find much operat- 
ing income - and this is during 
a golden age for the securities . 
industry." 






O ne man who sho uld be in 
a position to explain the 
performance is Mr Hat 
vey Golub, who replaced Mr Rob- 
inson as American Express's 
chief executive and who Is now 
working on plans to restaff 
Shearson , and. return it .jtp jprafit- 
abtt&y. Bat itrihfe first press con- 
ference since Mr Robinson 
resigned, Mr Golub and Mr Rich- 
ard Furiaud, the new nonexecu- 
tive chairman of American 
Express, spent more time defend- 
ing their earlier support for Mr 
Robinson than discussing future 
strategy. 

When asked why Shearson 
made no money in 1992 Mr Golub 
spoke of tiie charge? as “struc- 
tural and baggage issues” and 
admitted that the security! firm's 
cost base remained too high. 
When asked specifically why the 
second biggest brokerage bouse 
in the US had essentially .fiat two-. 


kerage commissions in 1992, Mr 
Golub replied: “The answer is 
that I don’t know.” 

Mr Golub's aides eventually 
claimed the commissions had 
been flat because gains in retail 
and insti t u ti o na l sales had been 
offset by declining commodity 
commissions. They also blamed a 
shift in the reporting of individ- 
ual managed Investor accounts 
from the brokerage commission 
to the custodial and advisory 
income, category. Shearson 
dedinad. however, to provide a 
financial breakdown. 

Mr Golub was equally reticent 
about the possibility of American 
Express deciding to sell Shear- 
son, saying at first he didn't 
know and then correcting this to 
a “no comment". Mr Golub said 
only that Mr Clark would not be 
reinstated as chairman and that 
there was "no timetable” for 
selecting a new chief executive. 
“It certainly would be useful to 
have a CEO at Shearson,” Mr 
Golub 8$kL, , N 

Eifelmess, Mr Gtdifo Is utiffler 
an investment hastier nor . an 
expert in the brokerage industry. 
He is something of a terfinirian 
whose main task in life has been 
to turn around the travel related 
services (TRS? division of Amer- 
ican Express. Mr Furiaud said 
that raS would remain a prime 
responsibility fax Mr Golub. 

Mr Golub pledged also to spend 
time on Shearson, which , until 
recently seemed to have recov- 
ered from its worst period two 
years ago when it suffered huge 
losses and saw Mr Fetor Cohen, 
chairman, forced out by MrRob- 

fnsn fi 

Some former Shearson exacu- 


A t a time when Europe’s 
monetary arrange- 
ments are a by-word 
far disorder, the policies at the 
Bundesbank and the Bank of 
England appear to be converg- 
ing. 

The least publicised aspect of 
the Bundesbank’s measures 
last Thursday may turn out to 
be the most important: the 
decision to create an asset- 
based money market In Ger- 
many, akin to that In London 
but without the anachronism 
of discount houses. *■- 
The German move came 
barely two Weeks after the UK 
government announced that 
Mr Eddie George would be 
Bank of England governor 
from July l and that the 
Bank’s "central responsibility" 
in future would be - like that 
of the Bundesbank - to 
achieve price stability. 

But it would be wrong to 
suppose that such convergence 
wfif. result in harmony or add 
to stability. 

The Bundesbank’s money 
market reforms are part of a 
determined campaign by the 
German monetary authorities 
to challenge the City as 
Europe’s premier fi nanc ial cen- 
tre and ensure that European 
economic and monetary onion, 
if it should ever come to pass, 
will carry a “nitufe in Ger- 
many" stamp. , . . 

Last week's Bundesbank 
decision to offer' through ten- 
der DM25bn worth of three, six 
and nine-month bills to banks, 
rum-banks and foreign institu- 
tions has several goals. 

It gives the Bundesbank an 
extra weapon to mop op specu- 
lative currency inflows by 
enabling it to offer such paper 
to non-banks for the first time. 
It will also give it a better 
rflumra of controlling MS, its 
wa y wa rd money supply mea- 
sura. 

More important, it fills an 
important gap in the range of 
German money market instru- 
ments so Wffl broaden the 
appeal of lfrankfoit to foreign 
Institutions. . 

The Bundesbank's announce- 


Frankfurt gives 
London a run 
for its money 


ment that minimum reserve 
requirements on banks' time 
and savings deposits would be 
more than halved to 2 per cent 
of liabilities removes a big 
competitive disadvantage for 
banks in Frankfurt and other 
German centres vis-a-vis Lon- 
don and Luxembourg. It should 
encourage the repatriation of 
short-term D-Mark deposits 
from the Euromarket. 

At the same time, the Bund- 
esbank is pressing 1 ahead with 
efforts to ensure that an even- 
tual Europe-wide monetary 


For that reason, Germany 
wants to have Europe-wide 
minimum reserve require- 
ments if and when a Europ ean 
central bank system begins 
operating in the proposed third 
stage of Emu. 

With the European Monetary 
System in turmoil, nobody can 
be sure that Emu wiQ go ahead 
as planned. But by taking a 
leaf out of the Bank of 
England’s book and actively 
promoting its own financial 
centres, the Bundesbank is 
doing its best to ensure that. 


Economics Notebook 

By Peter Norman 


policy iemodefled an continen- 
tal rather than UK practices. 
As Economics Notebook 
reported five weeks ago, that 
would entail Euro pe- wide 
money supply targets as part 
of a stringent counter-inflation- 
ary policy end tough approach 
to lender of last resort respon- 
sibilities. 

The dramatic cut in the min- 
imum reserve rates does not 
moan that the Bundesbank is 
ahn nHnnfag this instrument of 
monetary control. 

•Hie minimum reserve sys- 
tem, often criticised abroad as 
a tax on banks, is less onerous 
than it appears because Ger- 
man banks are able to obtain 
funds from the central bank at 
less than money market rates 
through the Bundesbank's dis- 
count fedUty. But by forcing 
the hanks to use the discount 
window, it gives the Bundes- 
bank a valuable insight into 
(heir operations. 


with or without Emu, Frank- 
furt gives London a run for its 
money. 

But the strategy is not with- 
out risk. From a German view- 
point, the Bank of England Is a 
worrying model to follow. A 
conglomerate among central 
banks, its interests range from 
the newly ordained primary 
goal of helping to achieve price 
stability, through oversight of 
Britain's banks and important 
flrmnHai markets in London, 
to the broader objectives of 
supporting the City and UK 
industry. 

L ike many conglomer- 
ates, the Bank has at 
times had difficulty 
reconciling differing claims on 
its management resources and 
so ended up doing same things 
badly. The supervision failures 
in foe BCCI affair were a case 
in point 

That the Bundesbank should 


give added Importance to pro- 
moting Finanzplatz Deutsch- 
land opens the question 
whether It will risk conflict 
with its overriding commit- 
ment to price stability in Ger- 
many. Such doubts have been 
fuelled by the circumstances of 
last week's Interest rate reduc- 
tions. 

The Bundesbank would like 
its quarter paint reduction in 
discount rate and half point 
cut in lombard rate to 8 and 9 
per cent respectively to be seen 
in the context of its financial 
market liberalisation. 

But the general perception is 
that the Bundesbank suc- 
cumbed to political pressure to 
cut rates to preserve the Euro- 
pean exchange rate mechanism 
which was facing possible ter- 
minal collapse because of a 
flight of funds from the Danish 
krone. 

The rate cuts ram* 1 only days 
after Mr Helmut Schleslnger. 
Bundesbank president, Indi- 
cated that lower borrowing 
costs were not justified 
because of inflationary pres- 
sures in Germany. They have 
cast doubt on the Bundes- 
bank’s counter-inflationary 
credibility and aneftixe D-Mark 
as the anchor of thfe ERM. 

Ironically, the Bundesbank 
may have undermined one of 
the cornerstones of Emu by 
acting to defuse tension in the 
ERM. For if the Bundesbank 
cannot be trusted to maintain 
its independence and commit- 
ment to price stability, how 
can tbe same be expected of an 
untried European central bank 
if ever the EC moves to a sin- 
gle currency and monetary pol- 
icy? 

To sow new doubts over the 
future of Emu may well fit In 
with the secret wishes of Mr 
Schlesinger and his colleagues 
on the Bundesbank’s decision- 
making council. 

But the cost has been that 
Bundesbank poHdes now seem . 
almost as incalculable as those 
of Mr Norman Lament and the 
UK Treasury: a convergence 
that can appeal to no-one in 
Frankfurt 


Sale of 
Charterhouse 
expected 
this week 

By Sara Webb tai London 

ROYAL Bank of Scotland is 
expected to announce the long- 
a waited sale of Charterhouse, 
its mer chant hanlring subsid- 
iary to two European banks 
this week. 

Berliner H andels and Frank- 
furter Bank (BHF) of Germany 
and Crddlt Commercial de 
France (CGF) will each take a 
45 per cent stake in Charter- 
house, with Royal Bank of 
Scotland retaining the remain- 
ing 10 per cent. 

The price of £235m ($36fim) 

- which Is currently being 
mentioned - fin. the 90 per 
cent stake that Royal Bank of 
Scotland Is sqDing is higher 
than originally expected. The 
deal wffl be the first time a UK 
merchant bank .has been 
bought by a Franco-German 
hnwiring partnership, CGF and 
BHF have their own Invest- 
ment h a nking operations and 1 

want to braM a pan-European 
merchant banking business | 
axodnd Charterhouse. ; 

Negotiations have dragged 
on for several mouths. Ana- 
lysts had expected Charter- 
house to be sold for around 
£200m, but Royal Bank of 
Scotland, which Is being 
advised by the merchant bank 
SG Warburg, is understood to 
have held out for an improved 
offer price. 

The deal is intended to give 
Charterhouse access to the 
French and German banks’ 
customers on continental 
Europe and in the UK. 

Royal Bank of Scotland 
wanted to concentrate on its 
retail business and felt that 
owning a merchant bank 'was 
not “synergistic” with its 
clearing bank operations. 


BENEFIT TWICE OVER 
FROM THE GROWTH 
OF FAMOUS BRITISH 
COMPANIES 
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- fives blamed excessive compensa- 
tion and overhead costs for the 
firm’s problems. Over the past 
two years Mr Robinson took a 
personal hand in plotting Shear- 
son strategy, apparently allowing 
costly and overlapping expenses 
to occur when he came up with 
the idea of dividing Shearson and 
Lehman into separate brokerage 
and investment banking arms of 
the group. The unhappy marriage 
between the blue-bloods, of Leh- 
man Brothers and tbe retail bro- 
kers of Shearson continues to 
create tension within the firm. 

The single biggest component 
of a brokerage firm’s costs is 
employee compensation - sala- 
ries and bonuses. At Shearson, 
compensation expenses have 
grown fester than revenues. Last 
year, for example, the firm's com 
pensatitm expenses grew 14 per 
cent, while net revenues rose 
only 11 per cent . 

These expenses, by some esti- 
mates up to 5250m too high on an 
annual basis, may explain part of 
tiie reason why k aSfe*n«m, w&di 
analysts say shmajd hffre named 
as much as $700m £□ full-year 
operating income last year, only 
made S2Q4ra before charges, less 
than half the 1991 leveL 

Many on Wall Street are bet- 
ting that American Express will 
move to cut costs, strengthen 
capital and ready Shearson for an 
eventual sale - as part of the 
group’s gradual dismantling of 
Mr Robinson's 1980s strategy of 
trying to build A merican Express 
■Into a "financial supermarket". 
Whatever happens, it is clear 
that Shearson will remain an 
albatross fix' Messrs Furiaud and 
Golub for some time to come. 
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Barclays launches 
new private service 


By John Gapper, 

Banking Correspondent 

BARCLAYS will today launch 
a new private banking service 
In Britain. The move is the lat- 
est effort by one of the high 
street banks to raise levels of 
income from less risky forms 
of business than personal or 
business lending. 

The bank, which has previ- 
ously carried out some private 
banking for British residents 
through its international pri- 
vate bank, has established new 
British business at the head- 
quarters of Barclays Private 
Banking in London. 

The move coincides with 
reorganisation of international 
and UK domestic private bank- 
ing services into a separate 
business within Barclays. The 
business has 16 offices around 
the world, and handles £10bn 
of clients' assets. 

Ms Heather Mal2els. director 
of UK private banking, said the 
bank would aim to provide ser- 
vices to clients with at least 
£500.000 in assets, but would 
seek to be more flexible in 
selecting clients than some 
other private banks. 

Barclays has integrated BZW 
Portfolio Management, the pri- 
vate banking arm of its invest- 
ment h ank , into the new Bar- 


clays Private Banking busi- 
ness. 

Mr Michael Toraalin. manag- 
ing director of Barclays Private 
Banking, said that clients 
wanted “discretion and effi- 
ciency" from a private bank. 
Barclays was in a position to 
offer a wide range of services 
because of its size. 

Barclays is among British 
banks which have been search- 
ing for ways of increasing oper- 
ating income without heavy 
capital demands. Private bank- 
ing is attractive because most 
leading is well-secured, and 
income is generated through 
services. 

Shareholders of Barclays are 
being asked to vote for the 
bank to call an extraordinary 
general meeting to discuss an 
“agenda for recovery”. 

The call was made yesterday 
by a shareholder group critical 
of Barclays in an advertise- 
ment in the Independent on 
Sunday. 

The group has asked share- 
holders to vote for a “mani- 
festo for the recovery and pros- 
perity of the bank” at an 
EGM. 

The group is based at the 
same London address as the 
Safe pressure group formed by 
dissatisfied small business cus- 
tomers of Barclays. 


Kingfisher 
bid terms 
due shortly 

By Angus Foster 

MERGER talks announced last 
Thursday between Kingfisher, 
the UK retailer, and Darty, the 
French electrical goods chain, 
are continuing and terms of 
the deal are expected to be 
announced within the next few 
weeks. 

Analysts expect Kingfisher 
to offer a mixture of cash and 
shares to value Darty at about 
£lbn. Kingfisher is likely to 
pay FFrl.6bn in cash, as well 
as assnming about £500m of 
the French company’s debt. 
Darty would be left with about 
12 per cent of Kingfisher’s 
shares, according to French 
press reports over the week- 
end. 

Analysts have also reduced 
their estimates for the size of a 
Kingfisher rights Issue needed 
to help finance the deaL King- 
fisher’s shares fell 31p to 527p 
last week on fears the com- 
pany would need to raise 
about £800m.. Analysts now 
say the rights issue may be 
less than half that amount. 
Kingfisher has refused to com- 
ment on the terms of the deaL 

Kingfisher owns the Wool- 
worth and Saperdrug chains 
as well as Comet, Britain’s sec- 
ond largest electrical retailer. 


CROSS BORDER M&A DEALS 


BIDDER/INVESTOR 

TARGET 

SECTOR 

VALUE 

COMMENT 

Kingfisher (UK) 

Darty (Prance) 

Retailing 

n/a 

Merger talks 
announced 

Methanes (Canada) 

Unit of Fletcher 

Challenge (NZ) 

Methanol 

£172m + 
shares 

Methanex 
becoming world 
leader 

Tioxlde Group (UK)/ 
Kranos (US) 

Joint venture 

Chemicals 

£132m 

ICI arm 
taking 50% 
stake 

Demlnei (Germany) 

Assets ol Lasmo 

IUK) ■ 

Oil & Gas 

£105.8m 

Lasmo 

continues 

disposals 

BOC (UK) 

Units of Du Pont Merck 
Pharmaceuticals (US) 

Pharmaceuticals 

£48m 

BOC boosts 

healthcare 

operations 

BICC (UK) 

KWO (Germany) 

Cables 

£24m 

Completed buy 
from Tree hand 

Kalon (UK) 

Novo Holdings (France) 

Paint 

£19. 8m 

Paper + cash 
deal 

Medeva (UK) 

Institut de Recherche 
Corbie re (France) 

Pharmaceuticals 

£11. 6m 

Medeva's first 
buy in Europe 

Menvier-Swaln (UK) 

Nugeiec (France) 

Alarm systems 

ElO.flm 

Continues 

continental 

expansion 

Kredletbank Luxembourg 

eotse (Luxembourg) 

Brown Shipley 

Holdings (UK) 

Financial 

services 

C4.8m 

Reluctantly 

recommended 


In top gear and on course for a listing 

Andrew Bolger on the turnround and proposed flotation of the David Brown Group 


I T TOOK more than a coat of fresh 

paint to change the face of David 
Brown Corporation, a famous Brit- 
ish gear manufacturer which had Men 
on hard times after 130 years of family 
ownership. 

"Some of the workshops looked like 
the Black Hole of Calcutta,” said Mr 
Chris Cook. 43. wbo three years ago 
became joint managing director with 
Mi Chris Brown, 39. through a £46m 
management buy-in. 

The new managers lost no time in 
ordering the redecoration of the group's 
sprawling 16-acre site at Huddersfield. 
West Yorkshire, believing that refur- 
bishment would send a positive mes- 
sage to both employees and customers. 

The clean up also extended to the 
financ es of the company, which is soon 
to be floated as the David Brown Group, 
with an estimated market value of more 
than £70m. in spite of recession, small 
losses at the time of the buy-in have 
been turned into a pre-tax profit of 
£8 ,3m last year on turnover of £80m. 

Strong cashflow has enabled the two 
former FKI executives to repay a £16m 
loan five years ahead of schedule. 
Invest £10m on capital expenditure over 
the past three years and spend £3 .5m on 
acquiring new businesses. 

The change in the company's for- 
tunes has not been painless. Some 300 
people were made redundant after the 
buy-in. and another 100 have gone 
because of the recession. A further 100 
went with the closure of three periph- 
eral businesses. Even after the acquisi- 
tions, the group's workforce has shrunk 
from more than 1,800 to about 1.350. 

In spite having a strike each year 
since they arrived, the new manage- 
ment team said the workforce had 
responded very positively to changes - 
in particular a move to manufacturing 
on a “cell” basis, with operators watch- 



Christopher Brown (left) and 
Christopher Cook: new targets 


ing several mar-hint^ anri teams taking 
more responsibility for organisation 
and quality of their output. 

Although much of David Brown's 
equipment is old. new computer-con- 
trolled machines have been bought 
which do the work of sis of those they 
replace and offer even higher accuracy. 

The group now comprises four core 
divisions: 

• Vehicle transmissions, based in Hud- 
dersfield, supplies the Challenger tanks, 
Intercity’s I40mph Class 91 trains and 
most Formula 1 cars; 

• Special products, also based in Hud- 
dersfield. makes gears up to six metres 
in diameter for industrial and marine 
applications; 

• Radicoo, with factories in Sunder- 
land and Huddersfield, makes standard 
geared drives for a wide range of indus- 
trial applications; 


9 Pumps, based at Penistone, near 
Sheffield, makes pumps and pumping 
systems for the oil and petrochemical 
businesses. 

Although the four divisions existed 
before the new team arrived, the group 
was still highly centralised, with head 
office taking responsibility for payrolls, 
cash-handling and invoices. Each divi- 
sion now has its own managing director 
and finance director, and Is fully 
responsible for its own finances. 

Head office staff has been cut from 40 
to seven - including tbe two chief 
executives and a secretary - who 
occupy a comer of a huge office suite 
above the Huddersfield workshops. 
Three of the four divisional m a n a gin g 
directors came from within David 
Brown, but 20 managers have been 
recruited to provide "reinforcements" 
further down the organisation. 

The new management found that 
although David Brown’s reputation for 
technical excellence remained high, it 
had acquired a poor name on delivery 
dates, with many customers being 
given the impression that production 
was geared to the convenience of David 
Brown, and not them. 

M r Cook said: “There was a 
low-performance culture. Peo- 
ple were set very low targets 
and - not surprisingly - business did 
not perform well. They are now set 
'stretch' targets, which are tough but 
realistic". 

There has been marked progress. Sup- 
ply times for geared motors has been 
cut from 12 weeks to 2 days, or a week 
for less standard options. The group is 
now beginning to win orders on the 
basis of its speedy supply dates. 

In many ways David Brown embodies 
the history of British engineering. An 
early technical lead in gears was trans- 


formed. along with empire, into a huge 
industrial combine, which included 
tractors. Aston Martin cars, and the 
Vosper Thomycroft shipyard. 

Much of the grand heritage has gone, 
but the group retains another typical 
legacy: strong ties to Commonwealth 
markets, but a negligible presence in 
continental Europe and too small a 
share of the US market 
Gearing was 300 per cent at the time 
of- the buy-in, but wns rapidly reduced 
and the group will have only modest 
borrowings after the flotation. The new 
team is interested in making an acquisi- 
tion in continental Europe and would 
also be interested in acquiring a busi- 
ness doing repairs and maintenance for 
tbe US petrochemical market 
The flotation is being sponsored by 
Barclays de Zoetc Wedd, with de Zoete 
and Bevan brokers to the Issue. The 
buy-in was supported by Bankers Trust, 
Charterhouse and Morgan Grenfell The 
new management will have 20 per cent 
of the group, post-flotation. 

Mr Cook and Mr Brown scarcely 
knew each other while with FKL but 
enjoy their shared roles of joint manag- 
ing director and intend to continue the 
arrangement, although each does take 
specific responsibility for two divisions. 

Mr Brown said: “We do get asked to 
do talks and presentations together, 
which can be tricky, it's important not 
to come across like Morecambe and 
Wise, but we are getting better at it" 
Last year the group appointed as non- 
executive chairman Mr Derek Kings- 
bury, not least because of his experi- 
ence in bringing the specialist engineer- 
ing group Fairev to the market in 1988. 

In spite of the speed with which 
David Brown has been turned around, 
the team is keen to dispel any impres- 
sion of complacency. Mr Cook said: ~We 
know we've still got a way to go." 


UK Land issues caution 
after shares rise to 30p 


Tuskar thwarts bid attempt 


By Vanassa Houlder, 

Property Correspondent 

UK LAND, a loss-making 
property company with nega- 
tive shareholders' funds, on 
Friday responded to a sharp 
rise in its share price by warn- 
ing that it was still in talks 
with its banks. 

Its share price rose 4p to 30p, 
compared with a low of 7p in 
November. 

The company issued a state- 
ment to the stock exchange, 
which reminded shareholders 
that there was a deficit of 


shareholders' funds on March 
31 1992 of £31. 9m. “Subse- 
quently UK Land has been 
engaged in extensive negotia- 
tions with its bankers with a 
view to implementing a capital 
reorganisation. An announce- 
ment will be made upon the 
conclusion of these negotia- 
tions.” it said. 

It made a loss of £17.Lm for 
the 18-months to March 31 
after an exceptional £20m for 
estimated liabilities incurred in 
development programmes. 

In August 1991, it put two 
subsidiaries into liquidation. 


Shareholders in Tuskar 
Resources, the Dublin-based oil 
and gas company, have 
thwarted a takeover attempt 
from fellow Irish resource com- 
pany, A min ex, by voting over- 
whelmingly for the purchase of 
Shenandoah Expro, a North 


Sea subsidiary of Buia 
Resources, which holds a 
0.90628 per cent interest in the 
Buchan Oil Field. 

Amlnex said its £2.75m offer 
for Tuskar, launched last 
month, would not proceed if 
the purchase was approved. 


Rarcom expands 
via Hawkins buy 

Barcom, formerly Venture 
Plant Group, is buying certain 
companies within the Hawkins 
Group, one of the largest pri- 
vately-owned hirers of oper- 
ated and non-operated plant, 
for a nominal consideration of 
£1 plus certain professional 
costs associated with the 
acquisition up to a maximum 
of £90,000. writes Juliet 
Annetts. 

The Hawkins companies 
incurred a loss before taxation 
of £529.000 on turnover of 
£10.1 m In the 10-month period 
ended October 31 1992. Net 
debt was £5 .8m. 


Vaux hotels hit by the recession 


Vaux Group’s Swallow hotels 
continued to suffer in the 
recession and trading profits 
were falling short of the inter- 
est costs on some recent 
investments, the annual meet- 
ing was told. 


Hotel occupancies in the 
October-January period were 5 
per cent higher than a year ago 
but achieved room rates were 5 
per cent down. 

However, the group’s brew- 
eries were performing well. 
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Endesa will 
issue bonds 
to finance 
acquisitions 

By Leslie Crawford 
in Santiago 

ENDESA. Chile's biggest 
electricity company, hopes to 
place more than S50m of 
long-term bonds on the inter- 
national markets this year to 
finance acquisitions In Argen- 
tina and Pern, according to the 
company's financial managers. 

Endesa sees the privatisa- 
tion of utilities in neighbour- 
ing countries as an opportu- 
nity to become Latin 
America's first multinational 
company in the energy sector. 

Tbe process began last year, 
when Endesa acquired a con- 
trolling stake in Argentina's 
Central Costanera, a power 
generator, and a minority 
shareholding in Edesur. an 
electricity distribution com- 
pany. The SIOOoi investment 
was financed in part with an 
S85m syndicated credit ied by 
Credit Suisse First Boston. 

Mr Rodrigo Danus. chief of 
Endesa's financial division, 
says the company is preparing 
to bid for Hidronor. a group of 
five power plants in southern 
Argentina which will be priva- 
tised in the first half of 1993. 
Company executives have also 
travelled to Peru to study the 
planned state sell-offs of Elec- 
tro Lima and Electro Peru. 

Endesa, which generates 
over half of Chile’s electricity, 
posted profits of S260m last 
year, a 30.2 per cent increase 
over 1991. The resnlts were 
“the best in the company’s his- 
tory,” according to Mr Jose 
Yuraszeck, chairman. 

K recently became the first 
private sector corporation in 
Latin America to win an 
“investment grade” rating 
from Standard & Poor's, the 
US ratings agency. 

At home, Endesa has begun 
work on a S450m hydroelectric 
dam in Chile, partly financed 
by the World Bank’s interna- 
tional Finance Corporation. 
Environmental groups oppose 
the dam's construction on the 
grounds that it will destroy 
wildlife and affect Indian com- 
munities in the reaches of the 
Bio Bio, Chile's longest river. 

tn Argentina, Mr Yuraszeck 
said Endesa had increased 
electricity production at Cen- 
tral Costanera nine-fold since 
it took over the plant last May. 


Banco Santander aims to 


earn half its profits abroad 


By Tom Bums in Madrid 

MR EMILIO BOTIN, chairman 
of Banco Santander, has 
announced that the Spanish 
bank plans to step up its strat- 
egy of international expansion, 
with the aim of increasing net 
profits earned abroad to 50 per 
cent of the group’s total. 

Mr Botin told the bank's 
annual meeting at the weekend 
that international business 
contributed $205m to consoli- 
dated net profits of $577.1m in 
1992. “The time will come 
when half our assets and prof- 
its will be abroad." Mr Botin 
said. “That is our objective and 
that is where we are going.” 

As part of this strategy San- 
tander was considering exercis- 
ing warrants in First Fidelity 
Banco rporation which would 
increase its shareholding in 
the New Jersey bank from 16.5 
per cent to 23 per cent. 



An equity stake of more than 
20 per cent would mean the 
consolidation of First Fidelity's 
results with Santander's and 
boost the Spanish group's 


already strong balance sheet. 

Mr Botin said that despite a 
very difficult year Santander 
had achieved a “satisfactory” 
growth of 125 per cent in oper- 
ating profits. This was due 
more to a growth in fee 
income, which rose 21.8 per 
cent to 8602m. and control over 
operating expenses, than to 
higher margins . 

Santander's total dividend 
was increased by 853 per cent, 
year on year, to Pta260 ($224) a 
share. 

• The Spanish government 
has created four limited com- 
panies called Sodedad Estatal 
de Patrimonio L II, HI and IV, 
in a move that prepares tbe 
ground for big disposals of 
state-owned shareholdings. 

Mr Carlos Solchaga, econ- 
omy minister, said up to 25 per 
cent of Argentaria, the banking 
group, would be placed on the 
market “immediately". 


Sales growth slows at Amgen 


By Louise Kehae 
In San Francisco 

AMGEN'S shore price plunged 
on Friday after the US biotech- 
nology company reported slow- 
ing sales growth for its phar- 
maceutical products and 
analysts cut estimates for 
future earnings. 

Net profit for the fourth 
quarter was $133.8m, or 91 
cents per share. However this 
included a one-time, pre-tax 
arbitration award of S77.1m - 
producing an after-tax gain of 
about 34 cents per share - 
over Amgen's marketing rights 


dispute with Johnson & John- 
son. the US healthcare prod- 
ucts group. 

In the same period last year 
the company reported net prof- 
its of S60m. or 41 cents a share. 
Fourth quarter sales rose to 
$308 ,2m from $2l0m. 

Sales in the ^quarter of Epo- 
gen. Amgen’s anti-anaemia 
drug, were $135.7m, down 
slightly from S136.9m in the 
third quarter. For the year, 
sales increased to $506.3m, 
from S409.4m in 1991. Sales of 
Neupogen, which received US 
marketing approval in Febru- 
ary 1991, rose to $544. 4m in 


1992 from S2325m in 1991, 

Although fourth quarter 
earnings were iu line with 
expectations, analysts 
expressed concern that the 
sales momentum is slowing, 
and the company’s share price 
closed at $53% on Friday, down 
from Thursday’s $59 y,. 

For the year ended December 
31, total turnover was $l.lbn, 
compared with $6S2m a year 
earlier. Net profits came to 
$357.6m, or $2.43 a share, com- 
pared with $97.9m. or 67 cents, 
which included a one-time, pre- 
tax legal assessment of 
$129. im. 


Fotex lifts turnover 40% in year 


By Nicholas Denton 
In Budapest 

FOTEX. the retail group which 
is Hungary's largest public 
company, lifted turnover last 
year by 40 per cent to Ft9bn 
(S106tn). 

The full consolidation 
of Kontur, a department 
store chain in western 
Hungary, a doubling of 
turnover at Azu tin vest, the 
wholesaling subsidiary, and 
growing returns from the dis- 
tribution of Gillette razors. 


contributed to the lmprove- 

menL 

Fotex expects that last year's 
purchases or Ofotert. a photo- 
developer, and Domus, a furni- 
ture retailer, will add another 
Ft5bn to turnover for the cur- 
rent year. 

Fotex has expanded largely 
through bids for companies set 
for privatisation. 

However, executives expect a 
pause in its acquisition 
strategy in the first part 
of the year to allow time to 
digest and implement 


new management systems. 

The acquisitions, while 
boosting turnover, hit 
profitability. Fotex drew down 
the cash raised through a $54m 
share offering in the US during 
1991 and interest income fell, 
pushed down by plummeting 
deposit rates. 

The fall in interest 
income was largely offset by 
improving operating results. 
Profits after tax came to an 
estimated Ftlbn in 1992 com- 
pared with Ftl.05bn a year ear- 
lier. 


Life groups 
in Japan to 
gain losses 
concession 

By Emiko Terazono 
in Tokyo 

JAPAN’S ministry of finance 
Is likely to allow fife insurance 
companies to postpone book- 
ing foreign exchange losses on 
international bond invest- 
ments for the year ending 
March 1993. 

The move is part of the min- 
istry’s efforts to support tbe 
ailing Tokyo stock market by 
restricting stock sales by insti- 
tutional investors. The minis- 
try has already instructed the 
country’s banks not to sell 
stocks to shore op profits, and 
now wants to prevent selling 
by life groups, Japan’s leading 
Institutional investors, to 
cover for their investments In 
Australian and Canadian 
bonds. 

Although life assurers are 
allowed to value foreign secu- 
rities at book value, they are 
required to book losses once 
the market value of the invest- 
ments falls more than 13 per 
cent Both Canadian and Aus- 
tralian dollars have fallen 
sharply against the yen this 
fiscal year, and leading life 
assurers are believed to be 
holding some Y300bn ($2.41bn) 
in unrealised losses. 

The ministry is also consid- 
ering whether to allow life 
assurers to book unrealised 
profits on stock holdings to 
prop up profits. While the 
move is likely to attract criti- 
cism as window dressing of 
accounts, the finance ministry 
intends to allow life assurers 
to iocinde unrealised stock 
profits to increase their divi- 
dend reserves for policy hold- 
ers. 

Unrealised profits on stock 
holdings have served to cover 
the loss between dividends on 
policies, which average around 
65 per cent, and the return on 
the assurers* investments, 
which Is declining rapidly due 
to the fall in interest rates. 

The ministry and fife indus- 
try are becoming wary over 
further erosion of the “b uffe r” 
against lower returns through 
realising latent gains on 
stocks. Combined unrealised 
profits on stocks at the largest 
life assurers totalled some 
Y6,000bn last September, 
Y2,000bn lower than the previ- 
ous year. 


Roussel-Uclaf bucks 
trend with surge in 
earnings of 72% 


By Alice Rawsthom In Paris 

ROUSSBL-Uclaf, one of 
France's largest chemicals 
companies, has bucked tbe 
slump in the French corporate 
sector by increasing net profits 
by 72 per cent to FFrUBbn 
($182m) in 1992. 

The group, which is 54 per 
cent owned by Hoechst, the 
German chemicals group, said 
that most areas of activity had 
shown growth in 1992 with 
some sectors performing ahead 
of target The only exception 
was arable farming products 
which suffered from the eco- 
nomic slowdown in Europe and 
the European community's 
agricultural reforms. 

Roussel’s overall sales rose 


by 3.2 per cent to FFrl45bn. 
Net profits, excluding excep- 
tional items, stowed growth of 
115 per cent to FFr735m last 
year. Tbe group's underlying 
performance benefited from 
the strengthening of the US 
dollar. 

Roussel, chaired by Dr 
Edonard Sakziz, is in the 
throes of a large-scale rational- 
isation programme across its 
European operations. This 
reorganisation, which will con- 
tinue until 1995 and has been 
highly controversial in France, 
involves the closure of eight 
out of Roussel’s 10 European 
factories and the loss of 800 
jobs. 

Last year the rationalisation 
cost the company FFr370m. 


Dofasco takes C$202m 
charge for restructuring 


By Robert GIbbens 
in Montreal 

DOFASCO. one of Canada's 
two biggest steel makers, has 
taken a C$202ra (US$159m) spe- 
cial charge to cover restructur- 
ing costs over the next 18 
months and has reported a 
heavy loss for 1992. 

The charge will cover the 
shutdown of 3m tonnes of older 
capacity this summer at Hamil- 
ton, near Toronto. Dofasco's 
payroll will be reduced from 
8,700 to 6,400 by early 1994 and 
its raw steel capacity will drop 
to 3m tonnes produced at Its 
most modern and efficient 
plant 

The company is also moving 


ahead with detailed planning 
for a joint venture mini-mill 
project, to be located in Can- 
ada or the US. Its partner has 
been widely reported as Co- 
Steel. a mini-mill specialist 
which controls Sheerness Steel 
in Britain. But Dofasco has res- 
olutely refused to identify the 
partner. 

Final net losses came to 
C$207m. or C$2.96 a share, for 
1992. against losses of C$25m, 
or 73 cents, a year earlier. 
Turnover slipped to C$1.95bn 
from C$2. lbn. 

Dofasco said prices have 
begun to improve, costs would 
decline further in 1993 and a 
lower Canadian dollar is help- 
ing recovery. 


Bell Canada seeks rate rise 


STIFFENING competition in 
Canada’s telephone market has 
led Bell Canada, the country's 
biggest phone company, to 
apply for the first rise in basic 
local rates for 10 years, writes 
Bernard Simon in Toronto. 

Bell, which has a monopoly 
on local services in the key 
markets of Ontario and Que- 
bec, said the increase is 
required to make up for a grad- 
ual erosion of income from 
long-distance services. 

The proposed increase would 


average 10 per cent for house- 
holds and 9 per cent for busi- 
ness customers. It must still be 
approved by a federal regula- 
tory agency. 

Bell’s lucrative long-distance 
business provided a C$l.9bn 
(US$1.49bn) subsidy to local 
services last year- According to 
Bell, the fee for residential ser- 
vices currently averages CS10 a 
month, compared with a cost 
to the company of C$40. The 
fee covers an unlimited num- 
ber of local calls. 


NEWS IN BRIEF 


S&P lowers 
Italian bank 


debt ratings 


STANDARD & Poor's, the US 
credit rating agency, has low- 
ered the debt ratings of three 
Italian banks, reflecting a 
deteriorating domestic environ- 
ment and the Italian govern- 
ment's more “hands-ofF 
approach to the sector, writes 
Antonia Sharpe. Istituto Ban- 
cario di Torino’s senior debt 
rating is cut to A plus from 
AA, while Banca Commerciak 
I Lilian a ’s and Banca NazionaJe 
del Lavoro's are both cut to A 
from AA minus. 




9 Ems-Chemie, the Swiss spe- 
ciality chemicals group, 
reported a 445 per cent jump 
in net profits last year to 
SFrl43m (US$94m). on sales 
14.7 per cent ahead at SFr896m, / 
writes Ian Rodger in Zurich. 
More than half the profit 
growth came from securities 
trading, which yielded SFlSlre 
compared with SFr23m the 
year before. 


• TNT, the Australian trans- 
port group, plans to float Its 
remaining 20 per cent holding 
in TNT Freightways of the US. 
writes Kevin Brown in Sydney- 
TNT floated 80 per cent of. the 
group 15 months ago. 


• Skandlnaviska Enskilda 
Banken, a leading Swedish 
commercial bank, says a com- 
bination of state guarantees 
and a share issue are the best 
way for it to escape its finan- 
cial crisis, writes Christophs 

Brown -Humes In Stockholm- 

Mr Bjorn Svedberg, chief 
executive, did not quantify 
how much the bank would 
need to raise, but said it woum 
need up to SKrlObn ($155) to 
guarantee its non-performing 
loans. 

• Denway Investment, the 
Chinese joint venture rrtanufic- 
turer of Peugeot vehicles in 
Guangzhou (Canton) is to raise 
HKS403m (US$52m) through a 
flotation on the Hong 
stock market, writes Simon 
Davies in Hong Kong. 


, Brazil's third larg- 
hich is controlled by 
if Sao Paulo, posted 
of S1565m in l®* 
with $92.6m a year 
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INTERNATIONAL CAPITAL MARKETS 


INTERNATIONAL BONDS 


Deluge of Canadian dollar issues widens spreads 


TREASURERS have rushed to raise 
funds in Canadian dollars in the 
international capital markets in the 
past week or so, to take advantage 
of the favourable arbitrage condi- 
tions available In the swaps market. 

More than C$3bn worth of paper 
has been raised since January 28, 
bringing the total volume since the 
start of the year to C$5.94bn. Given 
the relative similarity of the deals, 
there has been insufficient demand 
from investors to absorb the deluge 
of paper immediately. 

Consequently, spreads on most of 
the new issues have widened since 
their launch. The main casualty has 
boon a CS300m 10-year offering from 
Asfinag. an Austrian government- 
guaranteed agency, which has seen 
its spread widen by 8 basis points to 
48 basis points above comparable 
Canadian government bonds. 

The City of Montreal's C$125 tn 10 - 
year deal and Daimler-Benz North 
America’s CSlOOm three-year bond 


have seen their spreads widen by 7 
basis points to 107 and 55 basis 
points respectively. 

The only Canadian dollar deal to 
see its spread narrow has been the 
Municipality of Toronto’s C$l25m 
10-year deal, by 4 basis points to 70 
basis points. 

The over-supply of Canadian dol- 
lar Eurobonds has been spread 
across the yield curve. Of the 15 
recent issues, seven have been 
pitched Into the 10-year area, while 
the remaining eight have been split 
between three and five-year maturi- 
ties. 

This has reduced the scope for 
further launches, although some 
syndicate managers believe there 
might still be room in the three- 
year area for a good-quality name. 

The heavy activity in the swaps 
market, related to the flood of new 
issues, has caused swap spreads to 
□arrow. Syndicate managers say 
that fewer arbitrage opportunities 


and a saturated market should help 
to cancel each other out, since the 
former should discourage treasurers 
from raising more funds in this cur- 
rency. This in turn should give the 
market a chance to digest the 
recent flood of paper. 

Underwriters hope the overhang 
of Canadian dollar deals will soon 
be taken up by Investors. They are 
said to be attracted by the renewed 
stability of the Canadian dollar 
after its fall last year, triggered by 
constitutional concerns and casual- 
ties in the corporate sector. 

Furthermore, the volatility in the 
European currency markets last 
week has Increased demand for 
paper denominated in “safe haven” 
currencies such as US and Cana- 
dian dollars. 

Analysts believe Canadian gov- 
ernment bonds look cheap against 
their DS counterparts. They expect 
the recent reduction in the yield 
differential between the two to con- 


tinue. In the 10-year area of the 
curve, for example, the differential 
has narrowed to 146 basis points 
from 158 basis points a week ago, 
and some analysts expect a further 
□arrowing of some 60 basis points 
in the coming months. 

An improved outlook for the 
Canadian economy - its gross 
domestic product is expected to 
grow by 3 'A per cent this year after 
an expected rise of l l A per cent in 
1992 - as well as subdued inflation 
prospects of around 2 per cent have 
also encouraged investors to return. 

While the recent spate of issues 
has been led by foreign borrowers, 
some Canadian borrowers have 
tapped the market Many Canadian 
provinces continue to face heavy 
finanring needs, and could add sup- 
ply to the market at a later date. 

Syndicate managers say that for 
Canadian borrowers there is cur- 
rently not much difference between 
the cost of borrowing in the domes- 


tic market and the Eurobond mar- 
ket. However, if the Canadian dollar 
continues to recover against Euro- 
pean currencies, it could encourage 
greater demand among European 
investors eager to make currency 
gains. This in turn could cause 
Eurobond spreads to narrow, which 
would reduce the borrowing costs 
for Canadian issuers. 

The Province of Ontario has not 
participated so far in the recent 
rush for Canadian dollar Euro- 
bonds, mainly because it has ful- 
filled its fiscal 1992-1993 funding 
programme of C$i0.9bn with a 
USS3bn 10-year offering in January. 
• KommuneKredit of Denmark 
has signed a US$1 bn Euro medium 
term note programme. Lehman 
Brothers International and Lehman 
Brothers Bankhaus acted as arrang- 
ers and the notes will be rated Aal 
by Moody's Investors Service. 

Antonia Sharpe 


Borrowers 

Amount 

m. 

Maturity 

Av. life 
years 

Coupon 

Price 

Book runner 

Offer 

yield % 

US DOLLARS 








Maeda Corp.fbje 

SXL Corp.|c)4 

Yamatake-Honeywell(d)* 

Sptntatxh# 

Inter-American Dev.BanJc 
Godo Steel (fl# 

Zenchiku Co.(kW 

Bayertsche Verelnshantyntt 
BN A, New Yorit 8ranch(a,r) 
Banco Inter-Attanbco(a) 
Credit local da Frances}! 
BNP{w)t 

Eksportfmanstxyt 

Toyota Motor CrdlCorp.(y)t 

YEN 

200 

80 

100 

300 

500 

100 

50 

75 

150 

50 

50 

150 

100 

100 

Feb.1997 
Feb.1997 
Feb.1997 
Oct 1998 
Feb.2003 
Feb.1997 
Feb.1997 
Jan.2003 
Feb-19flfl 
Sep. 1995 
Doc .2002 
Feb.2003 
Aug .2003 
Mar .2003 

4 

4 

501 

5.87 

10 

4 

4 

9.95 

3 

2.5 

9.75 

10 

10.5 

10 

2-5 

2.5 

2.5 

(N 

0.825 

2.375 

225 

<n) 

9 

11 

(B) 

(w) 

(x) 

(y) 

100 

100 

100 

9925 

99295 

100 

100 

100 

100 

9824 

ms 

100 

100 

100 

Dafwa Europe 
Yamaichi InLfEurope) 
Yamaichl Ini (Europe) 
Morgan Stanley Int 
CSF0 

Yamaichl InL(Europe) 
Dalwa Europe 

Kidder Peabody int 
Chemical Inv.Bank 

ING Bank 

Lehman Brothers Int 
Kidder Peabody Int 
CSFB 

UBS P8D Securities 

8.710 

9.000 

11.500 

Mitsui Toatsu Chemicals 

20bn 

May-2000 

728 

5.3 

101.475 


5.048 

Mitsui Toatsu Chamlcals(l) 

D-MARKS 

10bn 

May. 1997 

426 

42 

101225 

Yamaichl InLfEurope) 

3201 

European Investment Bank 

500 

Feb. 1998 

5 

6.625 

101.1 

Hypo bank 

8.381 

Kingdom ol Spain 

•Urn 

Mar. 2003 

10 

725 

101.675 

Dresdner Bank 

7.011 

Prov.ot Saskatchewan (t)t 

FRENCH FRANCS 

200 

Feb.2003 

10 

ffl 

101.75 

CSFB-Eftectenbank 


La Posfe 

1.3bn 

Feb.2003 

10 

8 

9821 

Soctett Generate 

827 

Credit Fonder de Francefo) 

300 

Apr.2002 

9 

4 

98.97 

JP Morgan, Paris 


Betricitt de France(z) 

1.5bn 

Dec. 1997 

4.74 

825 

101.4 

Societe Gene rale 

7289 

GECC 

STERLING 

t.lbn 

Mar .2001 

a 

7.875 

101245 

Paribas CapMds. 

7.661 

Halifax Building Soctety(i]i 

100 

Feb.2003 

10 

(1) 

100 

Salomon Brothers Int 


Northern Foods{a,m)§ 

91.28 

Aug-2003 

15.47 

6,75 

100 

NM Rothschild 


Abbey NatTreas.Serv.(p)* 

100 

Mar. 1996 

3 

(P) 

100 

Goldman Sachs InL 


Halifax Building Society(p)t 

100 

Mar. 1996 

3 

(P) 

100 

UBS P8D Securities 


EksportfinanslpP 

100 

Mar. 1996 

3 

(Pi 

100 

Goldman Sadis InL 


European inv BanWuJt 

200 

Aug. 1996 

3.5 

fu) 

100 

JP Morgan Securities 


Abbey Nal.Treus.Sen/.(v)t 

100 

Feb.1990 

3 

M 

100 

Merrill Lynch InL 


Abbey NaLTreas.Serv.tal} 
CANADIAN DOLLARS 

100 

Feb.2003 

10 

8.125 

10085 

Morgan Stanley Int 



NEW INTERNATIONAL BOND ISSUES 


Borrowers 

Villa de Montreal 

Credit Lyonnais 

Daimler-Benz Nth. America 

ITALIAN LIRA 

Amount 

m. 

125 

150 

too 

Maturity 

Mar2003 
Mar. 1996 
Mar. 1996 

Av. life 
years 

10 

3 

3 

Coupon 

9 

7.5 

6.5 

Plica 

100275 

100.325 

8621 

Book runner 

ScotlaMcLeod 

Wood Gundy 

Deutsche Bk London 

Otter 
yield % 

8911 

7.375 

7.184 

Deutsche Bk.Fln.Cura?ao 

200bn 

Feb. 1988 

5 

11.75 

101.65 

BAJ Milan 

11227 

IMI International Cayman Is. 

150bn 

Mar 1996 

5 

12275 

101225 

IMI Bank Luxembourg 

11.870 

GUILDERS 

Nad.Waterschapsbank 

300 

Mar 2003 

10 

7.125 

100.75 

ABN Amro 

7.018 

AUSTRALIAN DOLLARS 

GG Securities 

100 

Mar. 2003 

10 

925 

101 

Hambros Bank 

0.094 

Export Fin. and Insurance 

100 

Mar 2003 

10 

9 

1012 

Hambros Bank 

8723 

ESCUDOS 

European Investment Bank 

lObn 

Feb. 1998 

5 

12.5 

100.75 

ESSI 

12290 

SWISS FRANCS 

Kyokuto BoekJ Kafeha{e)4* 

23 

Feb.1997 

4 

1.875 

100 

Dalwa Sec8-Bk_{Switt-) 

_ 

Kantor Biomedicalta.lft* 

39 

Mar .1997 

428 

3.75 

10D 

Dalwa Sec8.Bk.jSwltz.) 

. 

Kyosei Rentermj(a,g)§* 

40 

Jun.1997 

4.38 

3.75 

100 

Nomura Bank(SwHz.) 

. 

Home Wide Corp.(qj4* 

30 

Feb.1997 

4 

1.875 

100 

Nomura BankfSwitz.) 

. 

EkaportHnans* 

150 

Mar. 1989 

6 

5 

1012 

UBS 

4.707 

Finnish Export Credit 

150 

Mar. 1998 

5 

525 

102.125 

Paribas(Suisse) 

4.762 

LUXEMBOURG FRANCS 

LB Schleswig-Holstein InL* 

500 

Mar2001 

8 

7.625 

10225 

BCEE 

7245 

Goldman Sachs Group* 

750 

Mar. 1998 

5 

7.625 

102.15 

Cregem IntBank 

7.099 


World Bank 

250 

Mar. 2003 

10 

825 

100.881 

Salomon Brothers InL 

8121 

Ashnag 

300 

Mar. 2003 

10 

82 

101.618 

Swiss Bank Corp- 

8256 

JFM 

170 

Mar.2003 

10 

85 

101275 

IBJ International 

8292 

Export Development Corp. 

300 

Mar. 1996 

3 

7.5 

1010975 

Paribas Cap.Mkts. 

7.081 
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RISK AND REWARD 

ERM fear factor 
holds key to cost of 
currency options 



THE COST of hedg- 
ing foreign currency 
positions or cash- 
flows through the 
options market fell 
last week as pres- 
sure eased again in 
the European 
exchange rate mech- 
anism. 

By historic standards, though, the 
market's expectations of future cur- 
rency volatility remain high, 
reflecting a nagging fear that it 
could take several more spins of the 
ERM roulette wheel before the cur- 
rency system's future is settled. 

By the end of last week, implied 
volatility levels across most curren- 
cies - the measure of uncertainty 
about future price movements, and 
the biggest influence on tbe cost of 
options - had fallen markedly. 

In the US$/D-Mark market, the 
most liquid of the currency option 
markets, three-month implied vola- 
tility fell during the week from 
around 14 per cent to just under 13 
per cent. Options on the D-Mark/ 
FFr rate also fell - although this 
market remains very thinly traded 
with wide spreads between bid and 
offer prices. At around S per cent by 
the end of the week, the one-month 
volatility level still remained well 
above the fluctuation level allowed 
for in the ERM narrow band, point- 
ing to the continuing unease about 
the French franc before next 
month's elections. 

Sterling volatility, which had 
lurched upwards the previous week 
on an unexpected interest rate cut, 
also eased. Three-month sterling/D- 
Mark volatility ended on Friday at 
13.5 per cent, down sharply from 
the 16.5 per cent at which it had 
started the week. 

All of this points to greater confi- 
dence about current exchange rate 
levels. As Mr Mike Hargrove, Citi- 
bank's chief currency options dealer 
in London, commented: “There is a 
much lower level of overall fear. At 
the moment, we think options rep- 
resent reasonably good value." 

It remains tbe case, though, that 
volatility levels in certain 
currencies are historically high. 
One-month £/* volatility, for 
Instance, is roughly in the middle of 
its trading range of the past 
three months or so. having come 
down from the peaks reached 
when the currency was bounced 
out of the ERM in September. It 


Sterling / US $ volatility 


% 



has not returned to pre-September 
levels, although £/DM has 
followed an almost identical pat- 
tern. 

The cost of hedging cross-rates in 
Europe also remains high, discour- 
aging investors from buying 
options. That, in turn, has kept 
many Investors out of the European 
cash bond markets - despite a gen- 
erally positive view about the pros- 
pects for the “core” bond markets 
- and led to a continuing focus on 
“basis trading” between futures 
contracts to take a position. 

For instance Lazard Investors, the 
fund management arm of the UK 
merchant bank, said it has sold 
what it calls “substantial” holdings 
in the cash French government 
bond market and bought futures 
instead. 

If ERM tension continues to ease, 
then a growing number of investors 
are Ukely to he tempted back into 
cash markets in the coming 
months. In France, for instance, the 
Pibor (short-term interest rate) 
futures contract had climbed to 
89.25 by the end of the week, up a 
full point on seven days before, 
implying interest rates of 10.75 per 
cent. The cost of options on the 
contract fell sharply. 

The greater certainty of falling 
French money market rates that 
this suggests could signal a sharp 
convergence between German and 
French bond yields to come. 

What price currency protection at 
such times? The trouble is, should 
the fear factor return to the ERM, 
the cost of currency options will 
bounce back at levels which make 
today's look meagre by comparison. 

Richard Waters 
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Investing in currency 
— worldwide 
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M Discretionary investment management 
m’m tees it required. 

|,„ u,l..muIion on Th, Ko.'ochildIn.crM.jonal 

M„i«o Hunts. mail i he form or call us on +44 4S 1 71 37L. 
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FIDELITY GLOBAL SELECTION FUND 

Soci£te d'Investisscmenr a Capital Variable 
Kansallis House, Place dc l’Etoile 
L-KJ21 Luxembourg 

NOTICE OF ANNUAL GENERAL MEETING 

Notice is hereby given that the Annua] General Meeting of the shareholders of FIDELITY 
GLOBAL SELECTION FUND, a sori£t6 d’investissemeat & capital variable organised under 
the laws of the Grand Duchy of Luxembourg ( the “ Fund "), will be held at the registered office 
of the Fund, Kansallis House. Place de L'Etoile, Luxembourg, at 11:00 a.m. on February 25, 
1993, specifically, but without limitation, for the following purposes: 

1. Presentation of the Report of the Board of Directors. 

2. Presentation of die Report of the Auditor. 

3. Approval of thebalance sheet and income statement for the fiscal year ended October 3L, 1992. 

4. Discharge of the Board of Directors and (he Auditor. 

5. Election of six ( 6) Directors, specifically the re-election of Messrs. Edward C. Johnson 3d, 
Barry R. J. Bateman, Charles T. M. Coliis, Charles A. Fraser, Jean Hamillus and H. F. van 
den Haven, being all of the present Directors. 

6. Election of the Auditor, specifically the election of Coopers & Ly brand, Luxembourg. 

7. Consideration of such other business as may property come before the meeting. 

Approval of the above items of the agenda will require the affirmative vote of a majority of the 
shares present or represented at the Meeting with no minimum number of shares present or 
represented in order for a quorum ro be present. Subject to the limitations imposed by the Articles 
of Incorporation of the Fund with regard to ownership of shares which constitute in the aggregate 
more than three percent (3 % j of the outstanding shares of die Fund, each share is entitled to 
one vote. A shareholder may act at any meeting by proxy. 

Dated : January 18. 1993 

BY ORDER OF THE BOARD OF DIRECTORS 



m BankAmerica 
Corporation 

,'incoporaax) tn tfw Smto c* Ootawan) 

U.S. $400. 000 ,000 
Floating Rate Subordinated 
Capital Notes Due 1997 

Holders ol Notea ot me above issue 
are hereby notified Dial fbr the next 
Interest Sub-period from Bth 
February, 1993 to 9th March, 1993 
ta Mowing w* apply-. 

1. Interest Payment Data: 9th 
March. 1993. 

2. Rate ol Merest lor Sub-period: 

5% per bitoh. 

3. Interest Amount payable tor 
Sub-period: US$194 44 par 
US$50,000 nominal. 

4 Accumulated Wares Amount 
payable: US$625.00 per 
USS50.000 norninal. 

5. Next Interest Sub-period wii be 
from 9th March, 1693 to 13th 
April, 1993 
Agent Sank 

Bank of America 
International Limited 


Ireland 
U.S.$100, 000,000 

Private Placement Issue 
Floating RateNotes 1997/2000 
(CoupotiNo. 16) 

Pursuant to Note conditions, notice is hereby given that for the interest 
period 8th February, 1993 to 6th August, 1993 (179 days), an interest 
rate of 57i per cent, per annum will apply (minimum rate condition). 

Amount per coupon (No. 16) = U.S. $26,104.17 
Payable on the 6th August, 1993 


The Long-Term Credit Bank of Japan, Limited 

London Branch 
Agent Bank 
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CAPITAL MARKETS AND CORPORATE FINANCE DEPARTMENT 



ii'Credito 
SI Italiano 


ECU 20,000,000 

eiF 

Society Nationale 
Elf Aquitaine 

Hybrid Reverse Floating 
Rata Notes die 1996 

For the Interest period February b, 
1993 to February 7, 1094, the rata 
has been determined at 10.0625%. 
The interest payable an the relevant 
interest dale February 7, 1994 
wffl be ECU 10.090.07 per ECU 
100,000 in bearer term. 

By- Ttta Dun menus* tat ILA. __ 
Usdoe, AfMBs* Q 

February 8. 1993 chase 


U.S. $53,000,000 

Banco Internacional S.N.C. 

Floating Rate Notes Due 2000 

In accordance with the provisions of the Notes, notice is 
hereby given that for the six month Interest Period from 
Bth February, 1993 to 6th August, 1993 the Rate of Interest 
has been fixed at 4.1875% p.a. and the Interest Amount 
payable on the relevant Interest Period Date 6th August, 
1993 in respect of each U.S. $100,000 nominal amount of the 
Notes will be U.S. 82,082.12. 

Reference Agent 

Standard £ Chartered 

Standard Chartered Capital Markets Limited 

8th February. 1903 
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INTERNATIONAL CAPITAL MARKETS 


UK GILTS 


US MONEY AND CREDIT 


Bank funding prepares for a heavy year 


THE Bank of England has been 
particularly active in plying 
the gilt-edged market with 
stock over the past fortnight. 
There was the £2.5bn auction 
on January 27. followed on the 
same day by the announce- 
ment of £550m of stock for sale. 
And then last week, the Bank 
offered a further £750m of con- 
ventional and Index-linked 
stocks. 

Some economists calculate 
that the government may be 
fully funded already for the 
current financial year, so any 
further gilt issuance which 
takes place before March 31 
may well go towards funding 
the very heavy borrowing 
requirement for 1993-1994. 

The big four gilt-edged mar- 
ketmakers - BZW, GreenweQ 
Montagu Gilt-Edged (GMGE), 
UBS Phillips & Drew and S.G. 
Warburg Securities - have 
provided slightly different 


funding calculations, according 
to their respective estimates 
for the amount spent on 
defending sterling. National 
Savings sales, and bank and 
building society purchases of 
gilts. 

Mr Ifty Islam, economist at 
BZW, estimates that there is 
still some £l.7bn of gilt issu- 
ance to be done this year, 
based on an estimated public 
sector borrowing requirement 
of £37bn, and gross official gilt 
sales of £33L35bn for full fund- 
ing. 

“We had been assuming that 
the costs of defending the 
pound on Black Wednesday 
would see underlying reserves 
fall by £i2bn in 1992-1993," says 
Mr Islam. However, he has 
since cut the estimate for the 
fall In underlying reserves to 
£10bn, and concludes that 
“rather than being folly 
funded, the authorities have 
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£1.7bn of gilt issuance remain- 
ing". 

However, economists at 
the other three big market- 
makers estimate that the gov- 
ernment has overfunded 
already. Mr Simon Briscoe, 
economist at GMGE, believes 
the government has 


overfunded by about £2bn. 

This is based on a PSBR fore- 
cast of £39 tm and estimates 
that the authorities have sold 
£32bn worth of gilts. £29bn of 
which count as binding. If 
National Savings receipts con- 
tribute £4bn to funding over 
the year, this leaves a required 
funding of £13bn. 

Mr Briscoe points out that 
the sterling proceeds of foreign 
exchange intervention to sup- 
port the currency can be 
regarded as contributing to 
binding, although these pro- 
ceeds will not necessarily 
count within any ging te finan- 
cial year. 

*Tf all intervention proceeds 
count as fliTifling in thin finan- 
cial year, then based on our 
forecast of £15bn total currency 
intervention, the authorities 
are overfunded by £2bnT he 


However, he points out that 


AUSTRALIAN GOVERNMENT BONDS 


Long end may extend rally after poll 


THE Australian government 
bond market has plenty to 
mull over in the weeks ahead. 

Mr Paul Keating, the Austra- 
lian Prime Minister, yesterday 
ended months of speculation 
by calling a national election 
for March 13, saying that the 
campaign would be fought on 
economic issues. In addition, 
he promised to announce new 
economic policies tomorrow to 
“dramatically expand business 
opportunities and accelerate 
economic growth". 

Early last week, meanwhile, 
the Australian bond market 
sprang back to life as good 
news on Inflation, combined 
with relative currency stabil- 
ity, triggered a rally at the 
long end. 

The market has been sub- 
dued since the last easing of 
monetary policy in Jane, when 
official interest rates were cut 
by 75 basis points to 5.75 per 
cent - the 12th reduction 
since rates peaked at 18 per 
cent in January 1990. 

The 10-year bond yield has 
hovered around 9 per cent 
since September - about 5 per- 
centage points below the Feb- 
ruary 1989 peak of 1426 per 
cent - but looked unlikely to 
move much, lower before the 


impending election. At the 
short end, the yield on the 99- 
day bond has been steady at 
just below 6 per cent since 
August, fluctuating occasion- 
ally on unfulfilled rumours 
that official interest rates 
might be eased. 

However, the yield on the 
long bond dipped to 8.6 per 
cent last week, following the 
release of the December quar- 
ter Consumer Price Index fig- 
ures which showed that infla- 
tion had fallen to a 30-year low 
of 0.3 per cent. The rally was 
helped by renewed strength at 
the long end in the US, and a 
steadying of the Australian 
dollar, which has recovered 
from a low of 66.35 US cents in 
mid-January to trade at just 
under 68 cents. 

The rally at the long end was 
not reflected at the short end, 
largely because of Indications 
from the Reserve Bank that 
official interest rates will not 
be reduced because of continu- 
ing concern about the cur- 
rency. Investors were clearly 
impressed by the bank's state- 
ment that “nervousness" in the 
foreign exchange markets 
“effectively precludes" a far- 
ther easing in monetary policy. 

However, while the currency 
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Copenhagen Telephone Company 

Incorporated 

ECU 30.000,000 10 V4% 1985-1995 Bonds 


On January 25, 1993, Bonds for the amount of ECU 6,000,000 have 
been drawn in the presence of a Notary Public for redemption at 
par on March 12, 1993 in accordance with paragraph Amortization 
of the Terms and Conditions of the Bonds. 

The following Bonds will be redeemable, coupon due Man* 12, 
1994 and following attached: 

001 to 5349 ind. 29350 to 30000 md. 

Amount outstanding: ECU 1ZOOO.OOO 

Bonds previously drawn and not yet presented for redemption. 

7656 to 7662 md. 11281 to 11290 md. 23666 to 23669 ind. 

7689 m 7694 mcl. 1 1446 and 11447 23880 to 23703 md 

7621 _ 11323 to 11525 md 23732 to 23747 ind. 

® 12033 » 12035 ind 23826 to 23832 md. 

.8380 to 8889 md 12216 to 12217 ind 2383S 

12570 » 12573 ind. 23847 to 23913 ind 
taegf and 12070 23920 to 23925 md 

10378 and 10879 12992 23964 to 23987 md. 

11097 to 11009 ind 23S2B 27SQ1 to 27525 ind 

11175 to 11177 mcl 23829 and 23530 Z7Si5in ° 

11272 to 1 1274 incl 23636 23848 «U 


1 redemption. 

to 23669 md. 
to 23703 md 
to 23747 ind. 
to 23832 md. 


10291 and 10292 
10343 to 10850 md. 
10378 and 10879 
11097 to 11099 mo 
11175 to 11177 mcl 
11372 to 11274 md 


to 23313 md 
to 23925 md 
to 23987 md. 
lo 27525 ind 


Luxembourg. February 8, 1993 
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is clearly now the main crite- 
rion for farther Interest rate 
movements, economists say 
the short-term outlook remains 
difficult to judge. 

Precedent suggests that 
uncertainty about the election 
result is likely to exacerbate 
pressure on the Australian dol- 
lar caused by weak commodity 
prices and reduced forecasts 
for world economic growth. 
However, the currency may be 
bolstered by interest rate 
reductions elsewhere, which 
would encourage speculative 
funds to flow into Australia. 

The currency should also 
benefit from proposals by the 
conservative opposition to 
increase the independence of 
the Reserve Bank and set tight 
inflation targets if it wins the 
election. 

Mr Chris Caton, chief econo- 
mist at Bankers Trust Austra- 
lia, says the medium-term out- 
look far the dollar Is positive, 
given the early election date. If 
this view is correct, it may be 
possible for the authorities to 
ease monetary policy after the 
election, or at least to avoid 
raising Interest rates to defend 
the currency. 

Whichever party wins the 
election will seek to stimulate 


more robust economic growth 
to reduce unemployment, cur- 
rently 1L3 per cent, which is in 
turn contributing to sluggish 
economic growth. Mr John 
Dawkins, the treasurer con- 
ceded recently that growth in 
gross domestic product will be 
limited to 2.5 per cent this 
year, compared with earlier 
forecasts of more than 4 per 
cent However, fears expressed 
by private sector economists 
that the economy will slip back 
into recession have eased fol- 
lowing encouraging figures for 
retail sales and housing starts. 

The government also 
announced last week that the 
deficit on the current account 
declined in December, suggest- 
ing that the balance of pay- 
ments may turn out to be a 
less important constraint on 
growth than economists feared. 

The encouraging conclusion 
is that the outlook for the long 
bond is bullish, raising the 
prospect that a farther rally to 
around 8 per cent may be justi- 
fied after the election. Much 
will depend, however, on the 
stability of the currency and 
the course of interest rate 
movements overseas. 


Kevin Brown 



Grindlays Eurofinance B.V. 
U.S.$100,000,000 


Guaranteed Floating Rate Notes 1994 

Guaranteed on a subordinated basis by 


ANZ Grindlays Bank pic 


in accordance with the provisions 
of the Notes, notice is hereby 
given that for the interest period 
8 FEBRUARY 1993 to 9 AUGUST 
1993 the Notes will bear an 
interest rate of 5 n 4% per annum. 


The interest payable on the 
relevant interest Payment Date 
9 AUGUST 1993 against Coupon 
No.19 will be U.S.$265.42. 


Agent Bank 


Bank 
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The FT proposes to 
publish this survey 
on 

February 18 1993 . 
Should you be 
interested in 
acquiring more 
information about 
this survey or wish 
to advertise in this 
feature, please 
contact: Sara 

Mason 

Tel: 071-873 3349 
Fax: 071-873 3064 



the Bank will probably use 
every available opportunity to 
sell gilts, given the heavy bor- 
rowing requirement for 
1993-1391 fa his view, the gilt 
market is likely to see another 
auction between the Budget on 
March 16 and the financial 
year-end. as well as some 
tranches of stock. 

Mr John Shepperd, econo- 
mist at S.G. Warburg Securi- 
ties, warns that “while 
we are now fully funded, based 
on an estimated PSBR of 
£37bn, and are eating into 
next year, a smallish overshoot 
on the PSBR could wipe 
out the overfund. We could 
see some tranches and one 
more auction at the end of 
March, so we could end np 
with some £Sbn or more over- 
funding." 

At UBS Phillips & Drew, 
economist Mr Philip Tyson cal- 
culates that the overfund is in 
the region of £2bn so far, and 
that the Bank “will take every 
opportunity [to fundi given the 
large Increase in borrowing in 
the next financial year”. 

Economists forecast that in 
the 1993-1994 financial year the 
Bank will have to issue an 
average of £Um of gilts a week 
to fund the PSBR. Hence, it 
makes seise for the Bank to 
try to forward fund as much as 
possible, even if a “mere" £ 3 bn 
to £4bn of forward funding 
looks rather insignificant 
against an estimated £50bn of 
total gilt funding. 


Investors have high hopes 
of Clinton delivering goods 


Sara Webb 


THE DATE February 17, when 
President Clinton is due to 
unveil his economic plans, is 
taking on immense importance 
for the US credit markets. 

For weeks now the bond 
market has been rallying in 
the expectation that Mr Clin- 
ton will unveil a package 
which seriously sets about 
reducing the US federal budget 
deficit February 17 will deter- 
mine whether or not that faith 
is well placed. 

The stakes are extremely 
high. Mr David Hale, of 
Kemper Financial Services, 
says it will be “one of the most 
defining moments" of the Clin- 
ton Presidency and “there is no 
way to overstate the impor- 
tance of the message which It 
will convey, both in terms of 
policy substance and political 
themes'’. 

A credible message could 
give a farther boost to the 
bond market rally, while a 
botched job would almost cer- 
tainly send the market sharply 
into reverse. 

For now, though, the market 
seems able to shrug off any 
amount of “bad" news - that 
is to say good news about the 
US economy, which normally 
sends bond prices lower on 
fears of inflation. 

The past week has brought a 
further raft of evidence to sup- 
port the view that the US econ- 
omy Is now growing reason- 
ably strongly: new home sales, 


car sales and retail sales have 
been surging; the index of lead- 
ing economic Indicators had its 
largest monthly jump In a 
decade in December; and fac- 
tory orders leapt 5.3 per cent in 
January. 

Despite this, the bond mar- 
ket continued to rally, with the 
benchmark 30-year Issue end- 
ing on Friday night with a 
yield of 7.15 per cent, down 
from 7.19 a week earlier. Sev- 
eral factors besides Chntonom- 
ics lie behind this strength. 

Perhaps most important, 
investors are finally coming to 
accept that inflation is not a 
near-term threat Productivity 
improvements are helping the 
economy to expand with a min- 
imum of cost pressures, as was 
underlined last week by figures 
showing a 4 per cent annual 
rate jump in productivity in 
the fourth quarto 1 . 

Last Friday's much-awaited 
January employment report 
was also sufficiently mixed - 
a sizeable drop in the jobless 
rate was due mainly to people 
leaving the workforce - for 
the market to keep its nerve. 

Renewed overseas interest in 
US bands may also have been a 
factor In the market's strength. 
Rate cuts on Thursday by both 
the Bundesbank and Bank of 
Japan make US yields that 
more competitive, while the 
strengthening dollar offers the 
possibility of currency appreci- 
ation. 


Additionally, the market was 
bolstered by an announcement 
that the government will be 
scaling back the size of this 
week's quarterly refunding 
auction, to 335.5bn from 
November's $37bn. with the 
cuts coming in the 30-year 
Issue and 10-year maturity. 

The treasury left open the 
question, which has teen cir- 
culating in Washington elides 
for more than a year, Of a pol- 
icy switch involving reduced 
borrowing at the 30-year matu- 
rity, In the hope of lowering 
stubbornly high long rates. 
The treasury is to do a “thor- 
ough review" of the borrowing 
mix over the next few mouths. 

But the market’s strength 
has also teen due to the fact 
that just now good economic 
news may also be good for 
bonds, since a self-reviving US 
will put less pressure an Mr 
Clinton to produce an expen- 
sive stimulatory package (the 
market is happy with signs 
that he is aiming for around 
$3ibn). and gives him more 
scope to cut the deficit 

The long bond is already on 
the point of reaching its cycli- 
cal low of 7.11 pa - cent, and 
many analysts expect” it to 
breach the 7 per cent bander 
during 1993, taking yields to 
their lowest level in two 
decades. But first Mr Clinton 
must deliver the goods. 


Martin Dickson 


FT/I5MA INTERNATIONAL BOND SERVICE 
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3BOHMTb 

+44 71 -873 4797 

(To talk business to 300,000 influential Russians, call +44 71 873 4263) 


On October 29th, the Financial Times, in partnership with Izvestia, Russia’s leading quality daily, 
launched ‘Financial Izvestia’. A weekly 8-page newspaper, it accompanies Izvestia and is printed on the 
FT’s distinctive pink paper. 

Financial Izvestia features the week’s key Russian and international business and economic news. 

It is essential reading for the 300,000 Izvestia subscribers and readers in and around Russia’s 
commercial centre, Moscow. 

To find out more about advertising to these influential people, please contact Dominic Good at the 
Financial Times on +44 71 873 4263 or fax +44 71 873 3428. 

No Financial Izvestia no comment. 
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CURRENCIES. MONEY AND CAPITAL MARKETS 


MONEY MARKET FUNDS 


FOREIGN EXCHANGE AND MONEY MARKETS 

Following the cuts 


POUND SPOT - FORWARD AGAINST THE POUND 


LONDON RECENT ISSUES 


EQUITIES 


FOREIGN exchange dealers 
will be coming to terms this 
week with the implications of 
last week’s cut in the Bundes- 
bank's officially posted interest 
rates, writes James Blitz. 

The 0.25 percentage point cut 
in the Bundesbank’s Discount 
rate, to 8.0 per cent, was hailed 
by some analysts as the stron- 
gest indication yet that the 
German authorities would 
defend the European exchange 
rate mechanism at any cost 

“It was a sign to me that the 
Bundesbank is digging in its 
heels, perhaps avoiding an 
assault on the Franc by draw- 
ing a line at the Danish 
krone," said Mr Gerard Lyons, 
chief economist at DKB Inter- 
national in London. 

Mr Nell MacKinnon, an econ- 
omist at Citibank in London, 
said that the Bundesbank 
would probably fail in its task. 

“The Bundesbank has 
bought time but it has not 
solved the fundamental prob- 
lem that France and Denmark 
have high interest rates in the 
thick of a recession." he said. 

“As for as I am concerned, 
the ERM is history," he added. 


£ IN NEW YORK 


He predicted that there would 
soon be free floating currencies 
in Europe, for a limited period 
at least 

The markets will have a 
chance to asses how quickly 
the German authorities are 
prepared to reduce rates at this 
week's money market tender 
on Wednesday. Last week the 
lowest accepted money market 
bid was &57 per cent With the 
Discount floor lowered last 
week, there Is speculation that 
the repo rate will come down. 

Another factor adding to 
ERM tensions Is that the dollar 
foiled to break above DM1.67 
against the D-Mark following a 
non-farm payroll figure on Fri- 
day that was worse t h a n the 
market expected. 

This week's January retail 
sales Hgures in the US, due out 
on Thursday, should Indicate 
whether there is any more 
scale to the economic upturn 
in the US. 

But a concern for European 
policy-makers must be that, if 
the D-Mark remains strong 
against the US dollar, the ten- 
sions in Europe will persist 
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Schemes II & III: B.2Q p.c Reference rate for pralod January 1. 1993 to January 29 ,1993. 
Scheme IVBiV: 7.0 p.c. Local Authority ami Finance Homes seven days' not 1 — -r— J 
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PnvNM days open fat Calb 514 757 Pan 526 065 CAB rarands) 
Pitrara ite's voMne Calh21.0b3 Pats 16,976 uutaanodts) 


Schemes II & III: B. 20 p.c. Reference rate for prated January 1. 1993 to January 29 ,1993. 
Scheme IV&V: 7.0 p.c. Local Authority and Finance Houses seven di 
find. Finance Homes Base Rale 7% from February 1 . 1993: Certl..uaua v> 

M; Deposit £100,000 and ovra held orafarooe month 2% per cent; o n e t hree months 5% per emit; 
three-six months 5 per cent; (tx-nbKimaiiis 4% per cent; Hlae-tmelw months 4% per cm; Under 
£100,000 2% per cent from Jan. 27. 1993, Deposits withdrawn for cash l%pra cent 
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Jointly compiled by The Financial Times Limited, Goldman, Sachs & Co. and NatWest Securities Limited 
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NATIONAL AND 
REGIONAL MARKETS 


FRIDAY FEBRUARY 5 1983 


THURSDAY FEBRUARY 4 1993 


DOLLAR INDEX 


Figures in parentheses US *h dig Pound Local Local S 

■how number of Unas Dollar t<1 vinca Storting van DM Currency chg from 
Of nock ktdox 3I/T2/B2 Index lnd« Index Index 31/12/82 

Australia (68) 12124 - 3.1 124.22 »^0 _ lO4J9 119S7 -l.l 

Austria (IB) 140.4B +02 143.93 110.42 120.84 120.98 +3.1 

Belgium (42) 140.56 +S.5 144.02 1T0.4B 120S0 11120 +12 

Canada (113) 116.7B +1D 119.68 91.79 100.45 108.64 + 05 

Denmark (33) 205.90 +10.8 21196 181^5 177.11 178.77 +11.3 

Finland raT. 68^3 -2J0 68J01 53.63 S8.69 81.40 +&5 

France (98). - 150-S7 f2.3 154^7 T18S4 129.50 132.16 +3.8 

Germany (62) 108^9 +4.7 111.56 85.80 93.66 93.66 +R9 

Hong Kong (55) 229.11 +3.4 234.75 180.09 197.09 227.48 + 3.3 

Ireland (ifi...... 138J22 +0.3 139X7 107.0? 117.17 130.70 +10.9 

Italy (76L.T 61^9 +11.7 82.80 48.17 52.72 89.91 +15.6 

Japan (472) 10S.6S +0.6 10824 83.04 9089 83.04 + 0.2 

Malaysia (69) 269.17 +22 275.79 21187 23182 272.49 +38 

Mexico (18).. 1572.02 -4.8 161088 123S.66 135220 5326.43 -S2 

Netherland (25) 1»01 +2.4 15882 121.84 13384 131.70 +4.8 

Now Zealand (13) 43.11 +0.6 44.17 3389 3789 44.67 +a8 

Norway (22) t39.63 +1.4 143.06 109.75 120.11 132.68 +26 

Singapore (38) 219.63 +28 225.03 172B4 188 92 167.10 + 3.6 

SotSnAirlca (60L 164.98 +11.4 169.03 129-67 14180 16724 +85 

Safari 1 "■ 12984 +11.1 13273 101.83 111.43 114.62 +132 

Sweden (38) 156.23 - 5.6 160.08 12281 134.39 171.85 -09 

Switzerland (58)....^ 111.68 -1^ 114.43 87.79 98.08 105.68 +29 

United Kingdom (226)....! 16724 -3.0 17125 131.44 1«24 17T25 +1.5 

USA (522) — 183.43 +3.0 18725 144.19 157.79 18343 +32 

Europe (780) 138.97 + 0.7 140.34 10726 11722 130.02 +4.1 

NwSclW 14622 -1.1 150.23 11525 120.12 14278 +27 

SSfc Basil (715) 110.41 +02 113.12 SSTO 94.97 86.73 +0.4 

Euro -Pacific (1495) 121.15 + 0.7 124.13 9522 10420 105.12 +21 

North America 1635) 17921 +22 183.72 14026 15428 17824 +29 

Europe Ex. UK (554) 11828 +3^4 121.17 9297 101.74 107.23 +8.1 

PacHIcEx. Japan (243).... 157.15 +0.9 1B1.02 1M.54 135.19 148.75 +1.8 

World Ex. US (1686) 122.38 +0.8 12529 9620 10527 107.13 +20 

World Ex. UK (1982) 139X9 +23 143.02 109.73 120.08 126X8 +25 

World Ex. So. Af. (2148).. 141.95 +1.6 146.44 11159 12211 130.17 +24 

world Ex. Japan (1736)... 16251 +2.1 168.51 12T.7S 139.81 158.30 +32 

The World Index (2206)... 14200 +1.7 145X0 111.62 12218 130X3 +24 


Gross US Pound Local Year 

Dfv. DoBar Starling Yan DU Currency 789993 199993 ago 

YteM Index Index Max index Index High Low (approx) 

4.06 12122 124.38 95.44 10421 118.68 153.68 IBB. 16 14255 

1.86 139.41 14324 109.76 11925 120.06 186.70 131.16 18218 

5.11 13924 14288 109.61 119.69 117.43 15227 131.19 14420 

3.10 116.19 11921 9147 9928 10620 14212 111.36 13826 

124 206.38 213.60 164.06 179.13 180.11 27324 181.70 27028 

1.73 66.90 68.64 5267 57.61 80.10 89.60 5284 8920 

3.40 147.00 150.83 115.73 12626 128.84 168.75 13623 154.70 

244 10622 109.06 83.71 9129 9129 12929 101.59 12224 

3.97 230.45 238.45 181.43 198.12 228.83 26228 17628 195.74 

4.06 134.99 138.50 10628 118.04 129.44 173.71 12298 17202 

297 60.03 61.59 4728 5120 68.69 80.66 4747 60.88 

1.00 10426 107.59 8256 90.16 8226 140.95 8727 127.91 

245 267.56 27422 210.&4 23020 271.07 28242 21249 23740 

1.13 152528 1565.26 1201.09 1311.47 517243 1789.77 1185.84 155426 

422 154.04 158.05 12127 13242 13024 169.70 14728 156.48 

420 4262 43.73 33.56 38.64 43.95 48X2 37.39 45.46 

1.82 13920 143.13 109.83 119.93 13259 19295 128.05 18223 

1.97 22142 227.18 174X3 190X4 168.41 229.63 179.65 226.11 

3.02 153.53 167.79 128.75 140.58 16722 263.60 13421 243.38 

529 127.90 131.23 100.70 10925 114.05 161.72 107.10 16047 

239 15232 15628 11922 130.96 168.56 20028 14929 18726 

202 110.73 11261 87.18 95X0 105.00 12237 95.99 104X2 

4X5 167X5 171.60 131.66 143.76 17120 200.07 181.86 184.60 

276 183.74 188X2 14427 157.96 183.74 183.74 160.92 16729 
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MORE INFORMATION AT YOUR FINGERTIPS 

The NEW Futures Pager now updates even more Currencies, 
Indices, Futures and Interest Rates every 2 minutes, 24 hours a day. 
Call 071-895 9400 now for your free trlaL 


FUTURES PAGER 


(MEMBER -S F A I CtaDamrfor {anberiafaniatioal Fax: 071-329 391H 


SATQUOTE* 

REAL-TIME NEWS VIA SATELLITE 
* AFP-EXTEL + RR.NEWS * MARKET NEWS * 
★ FUTURES WORLD NEWS * 

GALL « LONDON 071-329 3377/FRANKFURT<S9 638021 


BebkeictfdtdhesijmiteI 

IB PARK ROAD. REGENTS PARK. | 
LONDON. NW1 8XN. ENGLAND - 1 
TEL: 071-224 8489 1 

FAX; 071-224 8275 I 



Base values: Oec 31. 1666 => 100; Finland: Dec 31. 1987 - 116.037 (US S Index). 90.791 (Pound Sterling) and 94.94 (Local): Nordic: Dec 30, 1968 - 139.65 
(US S Index), 114.45 (Pound Starting) and 12122 (Local). 

Copyright The Financial Times Limited. Goldman. Sacha & Co. and NatWest Securities Untiled. 1937 
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3*xgspliii 150 3.6 14 6426u29% 27% 

34% 26* SU Conns IUO 30 10 50 X* 3A 

16 9* SM Motor 052 31 43 202 15% 15* lA -* 

U 4* Stanfacu 012 13 X4362 9% 8* ‘ 

X%23%SUPrad 064 1.7 15 2S9u39? 38* 

M% 22Sandn ■ OW 32 14 15 X% X* 

41* X* sawiffliw i oo 30 >4 271 V 33 

48* 32* SUnfcrWk 1.32 31 19 400 42* 42 

.> 21% Sam* 058 27 18 1* 2A 25* 

17% >0% StaBMoO 09? T5 » 11* 11* 

X iGlp SOLFMlAi 052 30 H 4491 25* 25* 

9* 5? SfcrigfcJT) 020 ?3 21 X 8% 8* 

5* 3* SMrtflCtWT DOB 1.0 54 1078 4% A 

3% 13-SStelDSwm 18 XI 23>a 23 

10 595 SUM Rn OIO 1 2 5 6S B* 8% 


n« 5 Tomcat R 2 14 dB* 8% 

!* ATranstoca 13 88 10 A 

A 17* Trsietesx 150 5.7 14 5S2B »% J8* 

19 8%TmKaar 024 U 12 19 17* 17* 

36% X* TriCD0t25 250 75 5 38* 36* 

S5 38% TnOunfi 05B 15 X 947 54% 53% 

27^2 23% TlCant 092 35 489 25% 2A 

43% 25* TitaBt 050 15 X 2184 n43* 41* 

X* 1 A Titowa 068 14 55 22X u28% 26% 

48* 25%T«Dn& OID OJ II 1502 X% X* 
9* igTlKSna 3 3193 3% 3* 

10* ATutaxClp OX 13 21 935 8% 8* 
8* 4%TuMrilh 024 35 60 6% B% 

29% 17% Twin Cam OX 15 12 408 27% Z7* 

23* 1 A Tula Ox OX 14 X MOO 20% X% 

48* 30* iyoo lam 0J0 09 21 18S9 47% 48lz 

23* IT* IjojTD)* OIO 09 9 4660 11% dll* 

A 2%TVte X 55 5 4% 

14* OTyferCb 042 31 2907 I A 13% 


*3 ^ 1 

3* 3* 
a* A -J 

27* 27% t\ 
20* X% 

48l 2 47 

"A i 

13% 13* 


15BM3% IMLCarp 7 5582 IX* 124* 128* *1% 

25% MUJBRn 050 14 X 1712 X* 25* 2S>z A 

lig 6*URS 16 22 9* 9% A A 


H* 29%USFH4.1 4.10 85 BOiM* 48* 48* 

2 *USGCwp 0 438 % S S A 

IS* 2A USThe 096 11 21 8488 31* 30* 30% -1* 

®% <7* USX CumW 4JJ8 8.1 1100 SP* 50% 50% 

8 % 6% UOCMns 1.X225 IX 7% 7* 7* -* 

X* 18* UQCorp lJO 37 19 XI 23* 22* 22* A 

A 1*U»naB I IX 2% 2 2 A 

8 4%tWCIw 4 13? 6% A 6* -* 

48% XlhUhe 006 1.4 X111XU48* 47 48 *% 

29>i 21 UnHtet OX 0.7 18 13 28% X X -1% 

75% 54% (MOM 150 13 15 88 66% 66 86% -* 

115% 97IMNV 259 25 IS 1058 105% 105% 105* A 

SS* 40% IMOBCaav 158 32 898268 49 SI 48% -I 

29* 10% Item Cart) 075 43 2223858 17% 17* 17* A 

24* 9% UataCKp 71 X 15% 15 15 A 

102 92* Una H aoo 85 2 X X X 

5? 43*UdB350 350 07 3«52* 51 X‘ 2 A 

X 561*10450 450 73 4 K 81% 81% 

X% 31% UntelBK 232 83 14 635 38% X* 38* A 

81% 44* Unuapac 1.48 14 17 5014 U82* 61* 61% +% 

24 % iSgUmonflMK O^ 3D 12 IK 24* 24 24* 

21% 15* UMOflTom 1 030 >3X210 21* X% 2l 
?* % ihfcdRa 0 478 1 S 1 A 

<A 4*UBfS7SDp 177X6 11 9470 12% 1?* 12% A 


W8* 48* 48* 

31* X* 3tA» -l’i 


,5?i k 
tl 


24* 16* West Co 

S 4B* X%WH8V 

lA iAwhrsE 
2% Hkatn NAm 
2*«WDIB 
SH» 14% WubiGaa 
16* lAM9etnM« 


48% 34* mrtpool 1.10 22 18 28X 

I A >0% WMWad 14 8 

1 A lA Whttn»o OX IJ 17 735 

g !5% 1 A master 10 110 

27% 22% Wkar he * 152 SS 19 70S 
8$ AmaxSG OIO 15 X 809 
42* 27% Man 152 38 18 1474 

9% B.71 IUsUib X 4 

A WlndmrR GO 1261 

35% WkmDbde 132 1.7 X 591 

9* AWknetago 98 297 


J'P sWliyURJ 

13% Stems™ 18 3S1 23% X 

10 595 SUM Hn OIO 1 2 5 GS B* 8% 

31 73* SI oncS WCC OX 23 X X X% X% 

E 17* Stand Cart 0.71 35 914632 18% 17* 
3% 1* Sknaldjw 1 41 3% 3% 

10* 9 Stonge tq OW 83 11 XdIO* 10 

X 18* Sanaa Te 62 5377 2A 19 

54% X* Stabs 14 1293 34* 34% 


31% lCAStmteWc D34 1 7 1 7 1X4 20% 19% 
CA 25% Stun Rear 200 4.9 13 1W 40% n* 
10 4%SaveSaa OX 6.5 11 53 4% 4* 

10% OSunOUAt 110102 9 273 10% 10* 
4* ASuiDtOx ail 31 3 GO 3* 3* 
9* 7% Sun Gnagv 08810* W SI A 8* 
47% 3) * Sunastawl 1J0 33 15 817 36* 36% 
2* l* SanshkHPI 119476 148 2* 2% 

i *s . t SuchneMn 1510 a * 

*5* 33* Sanaun 1.12 15 14 1080 45* 44* 
16 A Siher Food 034 33 19 1B7 W* lA 


9* A WkneOago 88 207 8* 8 8 A 

28* 17% Wtafnagy IX 48 1G 488 X% 2A 20% A 

32* X* VKscPubS* 1.74 5.4 13 IX 32* 31% 32% A 

52% 40 Mien Cbrp 154 35 21 1087 51% 51% 51* A 

16* 7%m«artaa 0.16 15 II 448 1A 15* 15* A 

X XWoohmOii 1.12 35295 3315 X% X% 2912 A 

14* 11% MxIdVWdB 02 15 394 13* 12% 13 A 

12* 4* Wffkknp 2 GX A A 5* A 

39% 22 tester 040 IJ 24 1213 31 X% 30* A 

21* 12% WJ4B LaDor ax 15 14 2924 1G% 18* lA A 

81% tAWjnwW 060 15 15 115 31* 30% X .% 


31% tA«4"SU ora 15 15 115 31* X% 

-X - Y-Z- 

87*6S*Xtew 300 35 X4775 86* 84% 
55 50* xermlix 3 S3 53 

44* 24% Xta 154 1 94 44 X U«4% 44* 

79* 2Bl 2 *M0MPl 096 U 17 528 uSO* 77% 
31* X% YSnueEgr 156 5.4 13 21 31 30* 

1* *2V3Q 81 401 % % 

5Xntt0K 


S +1* 
A 

44* 

80* +2% 


2 3089 A A 


X* lA^MDNMl 100 45 12 590 u25 23* S *1* 

7§ G Ztitemc 0 82 115 66 7% 7* 7* 

14% lOZcroGorp* 040 25 >9 57l 14* 13% ’3% -* 

40% 27% *amhd 088 2.3 41 !» 3A 37* S3 A 

14* IZZwRgFwa 14411.1 232 13 12$ »3 A 

11 AZMIOToai 096 9 1 45S lA 10* 10* 


55 7% 7* 


.. AlhdCBv .. . . .. 

32* 22 UUKcsal 072. MW 137 31* 31 31 -* 

M% 19* UUDonflty U2 55 58 542 X 2A »* t% 

10% 7% IMOnmtad OX 1.9 X 82 10* 1 A 1 A A 

68 34% UtiHsiCH) OOI 00 42 11B8 66% « 64* -1% 

4?* 34* UWtaon 256 6.1 It 155 42* 41% 41% -* 

11* AUBMost 084 8.1 14 184 10* 10* 10* 

29 WlMnnMgn* OX 1.0 14 17 aza 28% 29 

11 8* UdKodhRld 032 04 152 A 6* 9% A 

H A UUtertCM 10 11 A A A 

18% 1 A USMr 012 08 I 5248 15% 1 5% 1 A A 

15 7* USF&G OX 14 37 3610 14% lA 14% -* 

1* 1 5 US Home 4 839 I* 1* 1* A 

42* 36% USUfE Op IX 29 11 450 u42* 41 41% ■% 

17* Auassne 052 43 33 3696 12* u?( 12* A 

134* MUSSurgd OX 04 X 4339 73* X* 71% -1% 

2.12 8J 13 4368 n40 


37 783 2* 2* 2% +% 


3b* 16 Suwta 

» 1 ?J Supervalu 
V* 19% SugCaro 


0.16 04 27 1109 637% 36% 
078 A3 14 902 34% 3A 
016 06 X 1398 27* X* 


15% I A&mN* OJ? 0.1 185 14* 14* 14* A 

X* 10 Symbol Toe X 013 14% 1A 14* A 

12* 7% Syms Cap 13 M B* 9* 9% +% 

*»e '6% Rmwwhi 0J8 IJ 21 392l£^z X% 27* f1% 

U% 19% Syntei Cip IJM S-1 1313W1 20* 19% 20* +* 

WjSSyooBDMp.OJfl M X21<3 25* 25* 26* A 
IS 5% System Cn 7 211 8* a B* A 


:» 38% 27* 33 A 

232 13 12$ 13 A 

455 10* 10* 10* 


73* 

40% 39% 


7% 3%irarE«or OX 17 37 881 7* 7* 7* 

0% 17* TCF Hnam OX 1-5 B 131 eW 33* 33% 

9% SglWCtnvS 084 57 IX o9% A 9* 

•7 ** ?4$ TDK Carp • ax 1.2 X 9 ZB* X* ?8* 


8* ?t I IS Mice 

•i* <5*1JXCos 


0J3 12 X 9 X* 28b 
OJO 28-7 1 188 3* 3* 

0 46 14 23 744 X* X% 


57% 4l*UdTDCBm IX 17980 3005 49* <6% 49 

18* 13Udmar 092 01 17 79 15 1<% 15 

12* A Udrode 11 « 7 11% 10% 10% 

X* 26* Udfcr FoodSl OX 26 10 158 34 33% 33% 

19 UlHvHHi 1.84 99 » 237 17* TG* lA 

a *UMML 11 72 1 % 1 

10 War Op x OX 29 37 22 II* 11* 11* 

34% KAlhWOp 088 2.7 14 291 33% 32* 32% 

26% X% Unocal Bp OX 29 M 4474 26* »* 26* 

S) 32lHHCoip 096 IJ 18 1075 57% 57* 57% 

45% 28* Upjohn IX 59 9 5812 29* X* 29* 

X* 15USUC0 IX OJ 73. 87 IB* lA 15% 


aegta ate n ew « 1 


iA -% 
11* A 

SS 'X 


iMBR wniteBid: 


AMEX COMPOSITE PRICES 


4 pa doss February 5 


rock Oh. E 100s mgft LbwOomOmq 

SUnCpr 0 8 5* 5* S* 

r E.qu 014 17 l?fl 26% »* X* A 

ftnte 1 M 1% *14 •** , 

ptulnd 3J W A 3 ;« 3 ?» *7> 

ntrPa 050 12 13 43% 43 * 43* ♦* 

i«£umA 0/4 15 39 M* 23Jl 23 Ja 

mJjMCO 0101311887 8* 7^ 7 m 
11E1SI 3 109 1*2 %* I? . 

■MQlAmA 72 M9 9* 9% 9* -% 

askrvj OX f 195 2}f 2fi 2A -it 

P'fledr 11 66 4jl 4.* A 

Si I 45 A **C *!d 

U-XME 1 ?« * *« * . 


W Sb 

Oh. E 1001 Ugh iMCtoMONfl 


9 206 8* 


Ik £ 

if. i ■“ 

'!* 'S 

8 8* +*2 


Stock B*. E 1H-, Hlgn 

CntflFflA OOI IIS 3H 3A 3A 

Comhea OX 31 16 13% 13% 13% +% 

Conoirtrae 71 X lii til If* +ft 

Cored FbA 102 6 5* 5 5* +A 

CrtesAT A x 1 X 17 280 19% 19*a 19* -*2 

Crown C A OX 9 74 16% 

Croon CB 040 12 57 lA 

Cubic OX 19 61 21% 


02 6 5* 5 5* 

17 280 19% 19*2 19* 

9 74 16% 18* 16* 

12 57 lA 13% 13% 

19 61 21% 21 21% 

11 314 A 3* 3* 


DIMS 

Ducooiimn 


'town 055 1 T JB Ji<i -% 2t» -1 

JdwnT A 004 78 -no S* 5* 5* -» 

«(vno a 7 7% *% *4» 

ll eu Q7I IC 73 14% 14.1 14A 

•-UU Oil 0 50 h 

1, Ml or. 040 14 1334 23% W*s 3* 

iS*. U.V. 100 10 43 25% 24% » +‘ 


£S9n CD 0.46 9 
Eosartup 19? 8 
Echo Bar OX 47 
EttUEnA 024 15 
Edeao 0 

EngvSnv 3 


I DJ 1-4 .J 

048141 7B 10* 9% 9% 
204 412 16*4 1»% »6* 

0.46 9 7 11% 11% 11% 

19? 8 «Ut7*2 17% 17* 
OX 47 1135 4% 4{i 4% 
024 15 4 16% 18* 18% 

0 4M A % A 
31279 1ft 1% IS 


A*4 « 31 »i% I , ,7 > 

\rl4 11 45 48 41 Jut 7* *33 15% 

4-TiPb 55 229 B% <mi 8Jy 

o V.iEv-v 3 e a-8 BJo 8-a 

wru.n 11 30? 2* ?* 

«nr OX 10 61 17* I?* 17* 

.T*cjn A 1 1 (M D Afll ’ll 'I 


20 19*5 19* '% 


■lift' « 3 , 

r.ttirc Uo B 11 10% 10 2 lOjfl ♦* 

■<*16 OUI 30 7X 4JJ 4y 

.wters 6 90 A J* ,3 , 

Jtanaii » 12* *3*8 ';Jl -J4 

m 0 271 3i1! '‘8 *'» • ‘ 4 


fab tab OX 12 22 33 32% 32TJ A 

flnulnc A 320 X 4 61 01 01 -* 

FaOvenc 0J0 11 32 9* 9* 9* A 

Fluke HI 052 14 1M 25* 28* 28% A 

fteesl L6 X 870 40% W% 40* ♦* 

Frequency 23 X 4* 4* 4 s 

FraOnom 20 1711 48% 47* 47* -1* 

taaKFMx OX 19 230 22* 22% E* 

Qatar OJO 131483 18* 18 18* +% 

fioMDcId 3 21 S U .3 +% 

Oeenmai B 101 « JS 4 i* *if 

Gun Cda 0J4 4 TOGO 3 2j{ 2il +ft 

Hasbro* O 1B51W 33* 32% X* *h 
tantiCh 17 too 2% 2% ?% A 


P/ Sb 

Dh. E 100B ngll IlMlJesd Qmg 

2 10 2% 2ft 2% ^Vi 

015 SO 8 13% 13% 13% A 

166785 3jl 3» 3]t A 

21182 ^ 3ft 3ft A 

229 12* 11% 12* A 

51001 5% 5* 5% 

ax es 7* 7* 7 % 

10 711 B% 8% 6% 

14 845 9 7% A -% 

01178 A % % 

01927 ft * * -sS 

34 212 19% 18% 19 A 

6 10 4,*, 4* 4* A 

X m 14 13% 13% 


15 57 14% 14* 14* A 

15 X 2S X* 24* A 

16 107 17* 17* 17* A 
X 784 35% 32* X +2* 

0.44 27 83 19* 19 19* A 

3 5 5% 5% 5% 


VI Si 

Steck Dh. E loth Op lowCkmQng 
asm OX 54 104SW7* 48* 47% +1 
PWKUSG 010 311107 14% 14* 14% +% 
PatW OX 17 5S 17% 17* 17% A 

M HW 1.14 11 15 16% 10% 16% 

RtBLD 02S 10 2X 38% 35% 38+% 

PHtwnyA 0.70 10 6 36* 36% 38* A 

Ply Gem* 012 2S 82 12* 11% 12* A 

MIC 072 18 109 13* 13% J3* A 

PreaWoA OIO 0 124 % H % 

RBSWOp 2 X 3% 3% 3% , 

RteWEmi 11 9 7% 7* 7* A 

SJWCorpx 2 j04 9 9 35% X* 38* +% 

ShnUntei 48 X 15% IS 15 

Sana 004 14 303 6* 6% 6* -% 

TIM 24 34 2% 2}l 2K 

Tab Prods 040 34 21 13% 13% 13% 

TUDn 032 47 282 35% X 35* 

nwimdcs 148 iwu13* 12% 13* A 
Tbannaha 37 74SW1* 40% 40% «-l% 
Total Pel 040216 218 8* 6* 8* 

TawnOdry 0 66 2% 2ft 2ft -ft 

Tuba* Mot 6 482 5 4% 5 +ft 

s ia x a 


Mai PH Tl 205 

Hew Une X 742 

NYTUnesA 098 751587 
nnCoiOfl 0.17 45 115 

NumeDBG ? » 

HVRyan 1 ?15 


11 205 2H 2ji 2!S A 
33 742 15* 14* 14* -fi 
75 1587 29* a% »% A 
45 115 8* 8% 8% 

; £ •X X X .i 

X 147 U7% 7% 7% +* 


U&ffDOdsA 4 23 1* 1* 1* +H 

UMFoodsB OX 5 15 111 1% 1% 

UnhfPHS 55 48 10% 10* 10* 

USCBW 91 827 21% 20M 21 , 

WangLabC 0 67 3% 3% 3% A 

waigLXB 010599 1ft 1ft 1ft -ft 

WtcBuHld 1401Bre U7 6* 7 A 

Wedamnr 096 11 149 25% 25* 25% 

MET 1.12 21 217015% 14% l4% A 

Wortben OX 10 142 25* 24% 24% A 


ire 

6* 7 

24% 24% 


6 IT 8% 8* 6% A 


GET YOUR FT BY HAND DELIVERY 

IN STOCKHOLM. 


n Gh 

Stock 9h. E IDO) Mo lew ua Bag 

MWBWfc 044 18 lia 32% 31* 31* ■* 

ADCCerp OX 65 288 17 15 18% -% 

AcdahiE 34 5186 23% 21% 22% -% 

AcmsHtb n 122 16 15% 15% -% 

toten Cp X 27 16% 15% 16* A 

Adaptor* IB 8368 a* 28 27* -1% 

AOCTde 27 403 43% 42% 42* 

AdftgtOn IBS 2434 u18% 15% 16* +% 

Mb Son 0.16 21 3 19% 17* 17* 

Adobe Sys 032 22 6150 44% 41*41* -2% 
AdWnmC 13 398 11% « 11* A 
Adv Lagte 40 192 4* 3* 3JJ -ft 

MvPttyn 17 119 6* 8* 8% 

AdrtWtX X 945 17 18 18* A 

Mranta 020 20 2308 30% 37% 37% -1* 

AOWSjs » 3S2U29 * 28% A 
Altera X 351 10% 18% 19% +% 

Agwcylto 11 635 7% 7* 7* A 

AgnicoEa 0.10 1 745 3% 3* 3% -* 

AkTOADR IX 7 793 38* X 38* -* 

AttuaCp 354109 17* 1812 16% -* 
Ain Bald 088 141418 24 23* 231 2 

MbpAW 16 134 07% 7% 7* 

Man (kg 048 13 MOO 32* 31 31* 

ASanPh 91061 11 * to* 11% A 

AMCapS V15 16 88 18* 18* 18* 

Aflocap iJ2 13 m 14% 14* 14 % a 

AtoeneC 032 a 11 7 8* 7 

MtaBoh OX 1 250 * ft * 

Mara Co 38 6385 18% 15% IS -* 

Am Bate OX 10 552 ?&* 28* 26* -* 

AmCtyBu 35 32B 17* 16% 18% -* 

AroUaneg W 521 22* ?l* 21% -* 

Am Med 0 14 597 8 7* 8 *% 

AmSoftwa 032 13 743 8* 7% 7% A 

AmGrenA aw 18 5568 49* 48 % 48* A 

Aaterkue 1 12 2 1% 1% ■% 

AmertoHtot 12 6968 1^ ift 1]} A 

Am Hill 204 10 IX 1166 54* 55% ** 

AnwFOM 488358 2B t3>i Ztly -1^ 
Am Tin 9 187 9 8* 8% 

AmFlroT 11 IOC IJ P Q 

Amgantac X63469 57* S3 53% -5% 
AratechCp 49 4483 u33 Z7* 31% +% 

Amwtfln 3 lira u5* A 5% A 

Anahgle 18 333u15* T5* 15* A 


W Sto 

Stock Oh. E IDlk M* tea l«t 0*9 
DuvtlUDp 080 12 627 24% 24* 24* -* 
Dab Steps <020 W 70 8% 8 8 

Detail En 032 1 586 11* M% 11* +* 

(Mali Be OX IS 410 31 29% X* +% 

Defcfnmjjs rfU4 14 22 25 24 24 -% 

DeS Crap 1740147 40* 37 * 39 1 4 -1* 
Dap By OW 12 1Mu30* X* 30% -% 
Duron OJO 19 lira 10 68* 8* 

DFS’wffl OJO 17 66 U37 X* X* 
DHTedi 11 » 13* 1313% +% 

DfcreUB OX IS ai 40* X* 39 1 ,- 

DQIM 24 445 22* 21* 22 ** 

Hg Mod 4 2308 8* 8% 8* 

Og Sound a 430 3* 3 3 -* 

OOSyst T2 It 9% 9* 9* 

DMhttCp 21 172 42* 41* 41% -* 

DWaVm OJO 81U2u14% 13% 14% A 
DMA Ren 51031 5* 5* 5* A 
MbrGn OJO 25 1564 31* 29% 30 -1 

OomGhstB 044 52 958u2B* 25% 2S% -* 
Don* Km 032 62 18 11* 11 II* +* 

DracoEngy 14 240 15% 14% 15% -* 

OrefuBem 251949 23 20\ 2tih -1% 

OreyGD 024 21 2957 21% X* X% -t 

DrugEmpo 008 8 554 4% A A -% 
DS Bancor MS 9 M 20% 19% 19* 

Dunran 060 17 168 X 25% 25* A 

Dur FI 030 24 8 33* 32* 32% 

OynastyQ 10 181 2% 02* 2* A 

Dynetoch IB 1324 uX% 27% J7* A 


Dh. E It* Mia la* IM Chug 


KM» 15 Ml 24 22% 23% % 

KamwCp 044 11 340 11% 11% 11* ■* 

KefthsrC 008 11 171 8* 7% 7% ■* 

KaydnnCp 036 19 1421 u30 29% 29% 
MMeyOl 67 309 7% 7* 7* -% 

Kfi&rSv 076 X 444u45% 43% 45% *1* 

KenCenm 044 4 XI 8 7* 7% -% 

Kentucky 011 5 32 12% 11% 11% -* 

Khntet OX 17 264 X* 28% 28% -* 

Khchrar 11 112 7% 7* 7* 
KLAlnstr 122117 12 ID* 10* -1 

Knowledge X35S2 13% 11% 11% -1* 

Koiug&E 3331»21*a*a% ■% 

tedcheS 61504 uO* B 9* 


n b& 

Stock Dh. E mas Hga Ira ten Dap 

Pride Pet 200 427 4* 3* 4 +* 

Prhtrorl 4 436 7* 8% 6% A 

Prod ops aw is n a 25% a* -* 

PitAMLi 032 10 19u33* 32% 33% 
PugeiSnd IX 18 380 49* 49* 49* 
PHCar 049 21 5u38* 37* 38% A 

PiftanB 012 78 734 20 MM*-!* 

Pyramid 4 2894 15 13% 14* A 

QuarkaLog 13 493 9% 8* 8% -* 

QuakerOwr OX 16 132 22% 21* 21% A 

&Ki Food 25 101 33% 32% 33 A 

Quantum 927760 17* 16* 17 A 

dictate 122 116 6* 6* 6* 

QVCNaMc 332784 41 X* X* -2% 


HU<4 40 

13*8 13 134 

u a a x 








Amwm 3 lira u5* 5* 5% A 

Anatapc 18 333 u15* 15* 15* A 

Anflfystax OX 22 283 82* 31% 32* A 
AnangelAni IX 15 159 T6 15* 15* -* 
Andrew Cp 19 457 54 53% 53* A 

Andros An 15 577 16 15% 15* A 

Apogee En 028 25 4 11% 11 11 

MVBta 20 3830 8% 8* 8* A 

AppUMal 3410970 38* 37% 37* -1* 

Apple Camp 048 1332787 59* 56% 57% -2% 
Apptebees 009 35 541 27% 26% 27 -% 

AppMBta 28 313 28* 25% 25* A 

Mxa Of OJO IB 1162 19% 13% 19% +% 

Archlw 14 ?46ut1% 11 11% 

Aictrn 032 191X1 22* 22 22 -* 

Argonaut* 084 8 1779 29% 29 29% 

AriraraasF OJO 30 173 u?5 24% 25 

Armor Al 048 21 X 18 17 18 A 

Anted in 064 17 IX X* 32% 32% -1 

ASK Grp 54 4626 24% 23% 24 A 

Aapeerrd 4i 902irl7% ib% 16% A 
(teocComm 211 71 19 19* 19 *■* 

AST fisreri 017487 18* lA 17* -% 
Atkheon 87 187 9% 9 A A 

AO SEAR 0J8 23 419 49 (7* 47* -1* 

Autadete 048 Z5B5B5 48* 42% 43* -2% 
Autohto 23 785 A 4 4% A 

Amdahl 092 0 284 2* 2* 2* 

ArtorCp X 4413 8* 8* 8* -* 


BEI B OX 8X8% 8% 8* A 
Babbages 24 1040 X 28% 27% A 

BafcarH Wt 11758 1* dl 1ft A 

Baker J OX 19 3066 20* 19* 19* A 

BderLB OX 9 40u3B* 33* 36* 
BatenlM 0X312172 25 23 23% -1 

Bander: 14 154 a% 29 a A 

BrtsSoutfl 0X454 3096 14% 13* 13* A 

BMteraCp 053 8 5u2B* 28% 29* 

BrirMtarce 020 16 728 18% 17* 18% A 

Bate Geo 072 18 41B 45 44 44 -% 

Basset F 092 21 200 51 50 51 t-1 

Bay View Q.60 16 I1X 23% 22% 23% A 

Baybanta 23 1957u4S* 45 45% A 

BB&TFh 1X 11 116 34 33* 33* 

BEAeo X 687 12% 11* 11% -* 
BeautiCos 028 15 40 10* 9% 9% -% 

Ben&Jeny 22 1560 24* 24 24* 

BeddeyWR OX 18 1993 50% 49% 49* A 

BHAQp 21 8 19% 18% 18% -* 

BHAGrp 37 10 iCO 18* 19* 

ED k>C 41 399 8* 7* 7* A 

BgB 020 191377 UZ2 X* TB\ A 
aeteeyW DX 9 898 13* 13* 13* A 

Bogan 32 8194 X* 36% 36% -1* 

Btarwt 26 8347 14 12% 131* .* 

Stock Dm IX 16 108 53* 51* 52* A 

BMC Cotta 3147X 75 71% 73-1* 

Boacons 224 11 5427 X% 5612 56* -* 

Bob Evans 025 18 741 18* 18 18% A 

BchaChA 0 2469 li ft ii 

Bode 3 B 18 29 27 2E 26* ♦% 

B«Snd 6 5525 21% 19% 19* -* 

Boston Bh 068 7 558 X% 32 * 32* -* 

Boston Tc 1073279 8% 8% 8* A 
BradyWA OX 30 8ll37% X 37% 

Brand Com 178 820 a* 23 23 A 

Branco OX 40 433 7% 7* A A 

BnnoS x 0X 18 25X 1^13*12* -* 
BSBBncp OX 9 58u33% 37 32% +% 

BTSMpng 048 21013 3* ?* 3ft -ft 
Buffets X4823 34* X% X% -1% 

BrAhTOT X 208 9 B* 9 

BuroqiBS 20 409 3* 3 3 -ft 

Burr Bren 87 72 7% 8* 6% -* 

BushesaR 14 13 24 23 23% A 


- c - 

CTec a 81 15% 15 15% 

CabtftHad 40 292 It* 11* 11% -* 

CadSCriwps 099 13 381 27* 27* 27* A 

Caere Cp 34 2B77u24* X 23 * -* 
CHgene 2J5 11 5295 14* 13* 14 -% 

Cel Hero 30 154 18* 15* 16 A 

CmtorBta 721608 7* 7% 7% -* 

CandelaL 18 395 7% 6* 8* -% 


114 11 57* 

39 BB 4% 


Cheatospn 

Chemfab 

Cheraflx 

Chempowef 

CMpelkTa 

QdronCp 

dm Rn 


Canon Inc 047114 11 57* 57% 57* A 

Canonh 33 69 4% 4 4% 

Cartel OI0 18 384 X* 28 78 -* 

CarttanCm 085 21 20 22* S* 22* A 

CemBreC 24 230 15% 14% 14* 

Ostade OX 17 « 22* 21* 22 

Casey Sx 0.12 15 194 17* 16* 17* A 

CedarGrp 0 50 % ft ft -ft 

CWpenu 10 438 11 ID* 10* A 

CehSar 5 434 13* 13* 13* A 

caicp 19 7 9l 2 8% B% 

CoitatTd 173684 10 8* Si A 

tertocnr 1 3300 7 6* 6* A 

Cldri Fid 1X 14 845 ii 46% 45% 45% A 
CntrtSpr 27 G8 8 7* 8 

□andltr 19 10 4* 4* 4* 

Chapter lx 048 91091 X 31* 32 -% 

Ctarmng 006 26 3129 19* 18* 18% A 

Checkpt 41 1106 19* 18* 18* -% 

Cheatospn 183 218 5% 5% 5t 2 A 

Chendab 16 10 14 12% 13% +1 

Cheraflx 81 89 1* 1* I* A 

1 ampowar 14 86 3% 3% 3* +% 

Qrka&Ta 0 2148 4* 3* 3* -* 

QdronCp 214745 S5 51% 54% +1% 
dm Fit IM 18 354 U64 62 62% -1% 

CWasCp 011 X 1408 29% 29% X* A 
Cbrud-gc 28 5089 » 33 33% A 

aSTBCft 52 9?B 6* 8* 8% A 

CkcaSys 55X516 92* 87* 88% -2* 
QzBaicp MB 18 17lC4% X* 24% 

Chan ffir X 1B82u17% lA 16% +1* 

I Oft Dr 12 42 12* 11% 12 A 

□oflustm 24 2221 13? s 12* 12* -* 

CtoteteaS 0X192 256 19% 18% 1B% 

CadaEngy 48 704 4* 4% 4* 

CodeAksn B 3S 5* 5* 5% A 

CagnaxCp X 554 22 20% 21% A 

Cognos 19 521 7* 7* 7* A 

Coherent X 158 12% 11% 11% A 

GMagen w I4ai 20* 18* 19% A 

GoHBffi 1J2 17 2B 24% 23* 23* A 

GcMQpx OX 12 49 26 2S 25% +% 

fflNHBk 048 193847 50 49* 49% 

□ottaHED 23 S7U24* 24 24 -* 

Cn* 028 21 881 Z7* 28% 27% A 

Comcast A 014 182417 21* X* 21* +% 
CmcsrtSp ai4 12WP90 19* IB 19% +1* 
CamnAtenOX 13 77 u49 48 48 A 

CommCMV 070 57 452 18* 17% 17% 
CanqxLebe 7 5355 M* lA 13* +* 

comshare 4zlX 9* 8* 8* 

ComstuckH 7 338 3* 2[i -ft 

ConePapw IX 34 178 40% 38% X% 
ConsDun 11 187 8% B 8* A 
Coraw 144 35050 7% 6,* 6% A 
ComeCal 13 593 15% 14* 14% A 

CntrData 558 998 11* 10% II* A 

CoorttAJ OX X 1085 17 1812 16* -* 

Capyhh ISO 711 12* 12 12 -% 
ConfcCp 184394 X* 33% »* -2* 
Corestate 2.16 12 1475 57* 56* 57* -* 


Carp 01 A 45 It 7* 6% 6% -* 

Costco WTl 2213347 22 21* 21% •% 

Cr&etarB 002 47 2452 u48* 45% 48*2 
Cray Camp 1 3193 4% 3* 4* 

Crater IX 17 3620 42% <1% 41% -* 
Crown Re* 9 IK A 3* 4 

CYtogen X2581 17 15% 16^2 A 


- D - 

DSC Comm 10010180 28% 25* X* •% 
Dafcfiwtg 012 31 393 23 22% 22* +* 

Dan Gnu 013 17 6 U87 83 87 

DaW&nth 42 982 n3,V 3% Vc +j‘, 

Datefiet 15 74 6 S* 5* 

Datascnpe 37 2284 22% 20% 20% 1* 


Eagle Fd 

EteCp 

EastEnvmt 

Eatehifn 

BP Td 

Egghead 

BPasoQ 

BecbSd 

Becbkn 

EhctArta 

Emcan Ass 

Emutox Cp 

Endean 

EngyWnra 

Engraph 

Enron he 

EWtyO 

Ericsson 

EramSth 

Erera 

Bteryie 

Excalbur 

Exp««l 


9 3 7% 7% 7% 

201269 14* 13* 13% 

10 108 1ft 1ft 1* +ft 
01713 1* }J 1 


01713 1* JJ 1 

0X 363849 43 41* 42% A 

12 2898 9* 8* 9* 

0 949 3* 213 2$ A 

16 XI 7 6* 8% -* 

440 29 12 W 28% 29 A 

37 5099 X* X 50* -2% 

20 184 11% 10* 11% +% 

B 238 7* 7 * 7% A 

15 88 4* 4% A A 

65 32 12 11 11% A 

012 22 758 12% 11% 11% 

4 745 8* 6* A *% 

OJO S3 6 3% 3* 3% 

051 72 5522 26* 25% 28 A 

X 265 18 17* 18 

D 306 * d% * 

14 3242 14% 14* 14* -* 

14 451 13% 13 13% A 

18 45 34% 34 34 A 


FBI Grp 18 300 8% 8 8* A 

FtorCp 024 21 3 7% 8* 8* A 

Fastener 003 48 236 22% 22* 22% A 

BfW 2S 7816026% 25% X* 4-1 
FTbrortcs 5 242 A 9 9 

Rnmvd OX 18 800 52% 51% 51% A 

HtyOS 19 2120 12 11* 12 A 

Figgis A 050 12 2255 21% 18% 20* +2% 

Rtenet 21 2324 14% 13% 13* -% 

FstAhama IM 131382u38% 37* 38 

FkSlAm CL40 17 342 27* 27* 27* •* 

FstBcDtliO 172 12 2u49* 48% 48% -% 

FttCoBfv 050 11 258 17% 17 17% A 

FstSecfy 078 141563U30* X* 29>j -* 

ftt Train 1.44 12 722 u43 41% 42* A 

FHWeabi 0J6 79 604 6* 8* 6* 

Fsttadklc 084 9 2284 30% X* 28% -% 

Fbsder 072 12 45 44% 43% 44* +* 

Rrctrofcfl 21 X 5* 5 5 

Rsarv X 587 30% X* 2BI2 % 


Fbsder 072 12 45 443% 43% 44* +* 

Rretrokfl 21 20 5* 5 5 

Rsarv X 587 30% X* 29% % 

Flow tot 19 410 5* S* 5* A 

RsHokfc 4.70 B5 18% 18 18 

RnajonA an 1712227 7% 7 a A 

FbafiJanB 011 II 7091 7* 7* 7* A 

Foremost IX 17 371 u38 35 35% A 

Forgehner X 113 14% 13% 14 

FlunaBenc «030 12 338 X IB 19* -% 

Foster A 7B 20 3* Z* 3* 

Frth fin 098 16 286 U3I* 31 31 

FramontG IX 8 40 38 * 35% 35% 

Fat Chad 03Z 13 41 40% 39% 39% 
FetEaan 1.12 2 390ul7% 18% 16% A 
WFW 048 11 223 X Z7 27l| -1* 

BtHawaf 1.12 10 240 29% X* X* -* 

Euler HB 048 151764 40 X 

Fukwfln OX tl 235u23% 22% 23% A 
Am 024 7 61BU17* 16* 16* -% 


- G - 

GliApp 14 2588 u 10% 9% 10 

GSKSrev aiD 26 42 18 17% 17* A 

Sartre 18 21 14* 13% 13% 

BarratRs 5 32B 8% 5* 5% -* 

Gera CO 016 1 118 3* 3% 3* A 

Benda 41 579 48% 48 48 -1* 

Gad Bind 040 X X 19% 17* 17* 

Gcniyte 52 XI 8% 5* B% A 

GenshHi 18 529? 26% 24 25* -% 

Gaiter Cp 4X 402556 27% X X* -1% 
Genus he 11430 2* Z* 2* +ft 
Genzyma 2013823 36% d33 34* -2% 

GeretfsyM 18 IX 12 11% 12 

GSson Gt 040 21 1343 X 19% IB* -% 

QddhW- 0.12 72 1901 X X* 28% 

GVberlA 072 17 zl 00 21% 20% 20% 
GMlBlam 18 154 A 8% 8% 

Gold Guys 34 1837 13% 11% 12* -% 

GoukhPmp 080 24 775 X* 24* X A 

GradcoSys 16 440 2% 2% 2% A 

Q»ata OX 34 232 23 22% 22% A 

Grate Am 002 0 CT U ft ft -ft 

GraenAP OX 8 53u1B% 17 17% -* 


Grand) Ph 
Grossman 
GmdWtr 
GO Carp 
QrNVStg 


05884 6* 5* 5% -* 
19 2404 4% 4* 4.* A 
14 610 17% 1G% 17* A 
X 231 30% X* 29^2 -% 
9 1964 5* 5 5% -* 


Hardtag A 22 103 12% 11% 11% 

Halevyvl 058 13 185 U32% 31* 31% -% 

Harper Gp OX 63 1754 14* 14 14* A 

HBOS CD 030 27 3298 »% 21* X% -* 

Heutoikn 006 18 4385 10% 9*10% 
Kaatticar 5019421 X* m 22 +1* 
Hstedne OX X 1068 II 10% 10% 

HeaWrdyn 9 579 9% 8* 9 A 

HeteNnf 15 9X 10* 9% 10% 

HeeJttnrc X 471 u5»%_ 49 49* 

Kecfthger k ai6 131591 10* 10% 10% A 

HetednCen 10 12 27* 28% X* 

HelenTroy 13 250 IB* 17* 17% -1 

Kogan Sy* 015X3154 u8% A 8* 
Hotafllc 27 85 4* 4* 4% 

Home Bear ax 9 5 26% X X -1 

Home Nutr 7 338 7 8% A -% 

Home Ote 072 13 22 14* 14 14 A 

HmratyDuf fl ?14 2* 2* 2* 

HenhdB 040 22 1525 u?7% ^ 23 

Hanheck 01 1627 7% 7* 7% -% 

HmehRes 030 19 IX 0% 5% 6 +% 

Hunt JBx OX 21 6096 X% 22 X* -1* 

Hureerew 4 549 * % % -J a 

HulUigfal 072 13 705u24% X* 24% A 
Huron CO OX 7 46 8% 7% 7% 

HUEhTech 14 2615 48% 45% 45* -2* 

KycarOh 18 810 7 A A A 


CTSys 

CFht 

DBCom 

IS Intel 

■a he 

kretucar 

knmuner 

Immurmiwi 

tanunogen 


42 17 u9% 9 9% A 

32 300 A 6* 6% 

X 437 24 22% 23% -* 

47 IX 72 69* 72 A 

0 IX ft dft ft 

22 362 A 7% 8% 

92 4674 46% 44* 45% -1* 

30 35* 24* 25% -I* 
53843 8% A A 


imparl Be 040 64 432 1 A 14% 14% -% 

h Store 0 132 if * ii -it 

hdBancpx 1 .I 8 14 X 27* X% X% A 

hdlnsx 024 39 31 18 17*17* ■% 

IntRas % 2779 30% 29 29% -1 

wann X 7139 40% X 38% -I 

InghdlM 022 22 377 7 A 7 A 

HegrDov M 2570 7* 7% 7% -% 

Wegrfri 1X101101 u43 42 43 

HgiSye 13 201 B% 0 8% A 

Haunter 8 sol 7* 8% A 

Intel Cp X 040 2144131110*105*106* 2* 
hteS 0 50 1* B 1 -ft 

H«Tte 13 2825 15* 14* 14* A 

Wet Tel 12 2S2 4% 4* 4* 

htere 15 10 6* 5* 6 A 

hnricBA 0J4 18 805 lA 12% 13% «■( 

Hagrph B5 2S71 lA 11% 11% -% 

kttdete X 1780 11* lA ll ■* 


19 994 
17 314 
0J04 22 5 

92 415 


9% dS 9* 
15 14* 14% 
21 19% X 
3% 3 A 

5 4* 4* 


, * 

bmane 001 H 540 25% 25 25% A 

Iomega Cp Zl 204 6* 8% 6% A 

Isrnerfa X 358 M* 23% ?4% _ 

toYutado IX 20 n001lAl10%112% *1% 


JSJSnedr 17 159 9* 9* A +% 

Jason he OX X 24 11* 10% 11* A 

JLGtod 0J5X 11 u13 12* 12* -* 

JdTnsnn W 21 254 X% lA X% +1* 

Jones Sri 6 1040 14* 14 14* A 


Jones H 8 1040 14*2 14 14*2 +U 

Jones Med 006 16 230 7* 7 7 

JosItnCp 052 13 50 2Ad2A 2A 

JSSFrnx 096 14 701 23% X* 22* 

jmoUg 0X21 533 1 A 17% 18% *% 

Jura OX 22 IX 43 * 43 43% *% 


- L - 

LDUSA X 1516 32* 31% 32% -% 

Le Fettle 431 40 8* 8* A 

Ladd Fun 012 55 2157 ul A 13% 1 A A 
lam Rsdi 31 SSI X* X* X% A 

Lancaster 0.68 X 601 u43 42* 43 

Lame hex 096 IB 588 X% X% X% 

LandntkGph 13 1316 lA 14% 15 A 

Laseiscpe 7 140 A 4* 5 

lattices 24 2134 30 29% 30 A 

Lawson P> 04024 515 »% x% x* -* 

UUCP 5 22 7* 7 7* 

Looms 29 1745 24% 23*4 23% -% 
Legem Cp 49 0907 53% 51 * 51 % -1 % 

UDtyNSc OW 14 60 34* 33% 33% -% 

Life Tech OJO 24 213u25% 24% 25% 
Ltftte 300 207 A 2* 3 -* 

LikyhOA 036 18 43 24 X 23 -1% 

Ur Bora 35 642 81* X* 60* -% 

i Lea* F IX 9 250 27* 27 27 -* 

Lincoln T OW 14 17? X* ?S* 25* -* 

UndsayMf 16 159 33% 33 33% A 

Linear Tec OJO X 3024 X* 23% 23% -I 

LtaUBwc 036 16 05 27* 25* 26* 

LMveenGp 004 » 3D5u16% 15* 15% A 
LoneStar 11 510 4 3% 3* -* 

Lotus Dev 1212322 2A 24 24% -% 
LTXCp 4 1102 4 3 % 4 

LVMH IX 11 ;100121*116% 115 -1% 


HQ COmm OIO 18M5B2 41 39* X* -1% 

MS Car's 27 455 U5% 24% 24% 
MacMa OO 17 65 14 13% 13* A 

KuSsoriGE IX IS 130 32 31 31% -% 

Magma Pwr 21 157 32% 32% 32% -* 

Magna Gro OX 31 099 u 17* 17 17% -% 

Mad Box 27 1590 18% 14* 14* -1% 
HarfcDHOC 100 31 85 27% 27% 27% A 

Marcam Cp X 1609 20* 19 i A -i% 

MarhrOril 0 1050 ft * * 

llarite Cp 7 20 34% 33 * 34% 
Haiqueat 1 48 4% 3* 3iJ A 

Marrtotte 21 1 TWirl 4* 12 12% 

MarehSndiA 044 10 48 14% 14 14 A 

Materiel 1.48 13 121 68* 65% 65% A 

Masco hd 117 1245 1 A 14 14% -* 

Mean H 25 583 X* X% X* -1% 

Maxtor Cp 322244 (A 9* A A 
McGrahR OX 10 ID 12* 12* 12* 
McOormh 044 X 1520 27% 28% 2B% A 
HcCawCei 144813 34% X% 33% A 
MEGA Soft 4 727 7% A 0* A 

Madlmag 2 64 2ft 2ft 2ft 

Medea Con OM 5215M0 39 37% 37% -1 

Medaxhe 014 15 157 17 16* 16* 

MetSdne5 044 16 151 XX* X +* 

MeHrine 024 12 » 7* 6% 6% -% 

Mentor Cp 018 15 5853 12% 11% 12% A 

Mentor Bp 024 82724 10% 9% 10% 
MercantB 090 13 889 X* 32% X% -% 
Mercury G 050 10 338 u30* X* 30% A 
Meridian 1X 1327Mu35% 35 35* -* 

Merisel 19 2443 12* 12* 12* 

Mentors* 0 19 ft ft ft 

Mettmn A OJri 131286 13% 13 13* 

MkhaalF 020 33 707 11% ID* 10* -% 
MkriHSS 200 13 965u60% 58% G0% A 
MkaaHHh X 354 !7 16>4 18% 

Mcroage 13 2S3 12% 11% 12 -* 

Honan 7 436 5* 4% 4* A 

Hcrgrat* 25 665 II 10* ID* -% 
Mtapcfc 81993 8* 8* A A 

Mtaroaft 3154849 80* 82% 89 +4 

MdMM 0 2837 X* 20 20% 
MdhnUc IX 8 3640 X 1 A 19* A 
MeJsoulh 23 205 uW* 19* 19* 
MUtiGrah 050 20 99uX* 28* 29% ♦% 
WarN 052 19 192 22 21* 21* A 
MUM 0 TO a * * 

MScon 55 X42 7% 7 7% A 

Mhntedi 22 4t 16% 16% 18% A 
MobtaTel 55 1000 18% 16 16 A 

Modem Co teLlSM 244 14 13% 14 

MDteMI 042 17 334 38* 38% X* ’% 
Mol ox A OX 172 29% 29% 29% 

Molax Inc 003 27 304 u31* 30% 31 

Morrison 048 17 535 24* 24 24% 

Moron 004 68 412 6% 8 6 

Marines P 028387 141 24* 23% 23% -1% 
Mr Coffee 308 797 9* 9% 9% A 
MTSSys 048 21 411 Z7 25 27 +J 

MiAmodfa 20 13X 34* X* X* -* 
Mycogen 41 360 15 14 14* 


- R- 

tanhH 19 774 18% 16 17 A 
Rafys X 4524u24% 22* 22* A 

Ruampa 34 855 8* 8 8%-% 

Raymond 3* 651 U17 Ifi 18% *% 

RegancyCr 50 253 lii ift I* *ft 

Repflgen 7 GG8 9 8 8**% 

RepWBste 21 1U 5* 5 5% A 

ReercMnd X 477 14% 13’a M -* 

Reutari 107 19 839 81* 61% 61% -* 

Ream he 5 417 7% 6* 8% -% 

RbEfFd 050 14 44o45 * 45 45* 

Roadways IX 18 1662 71% 70* 70% -% 
RocriSvBk 058 17 1385 ul3* 13* 13% ♦* 
Rooseveh 080 IT 371 u33* 32% 33% +* 
floss Str 17 2228 23* X% X% -1 
Rouse Co 080437 IX 18% 17* 17* -* 
RM Inc. 048 21 1104 17* 17% 17% A 
RSRnr 040 15 IX 18 17% 18 

RyanFndy 19 2570 10% 9* 10% -* 


34 855 8* 
3 4 651 U17 


a 8% -% 

16 18% +% 


50 253 lii Ift I* *ft 
7 GG8 9 8 8*.% 

21 183 5* 5 5% A 

X 477 14% 13% 14 -* 

1:07 19 839 81* 61% 61% ■* 
5 417 7% 6* 8% -% 
OX 14 44045* 45 45* 


- N - 

MAC Re 0.16 30 1395 44% 42% 42% -1% 

MBShFnch 072 11 13 21 20* X* * 

NntPtoa X 785 7% A 7% 

NteCernmn OX 27 1936 51* 51% 51% A 

NatCampt 036 15 345 15* lA 15 A 

NatDtea 044 31 541 17% 18 16* -% 

NmSun 011 X 31 14% 13% 13% -* 

Narfgator X 135 31* X 30% A 

NEC 040 71 135 X% X* 25* A 
Nefcor 19 2909 X 27% 27% -1% 

Katwk Gen 25 9970 18% 14% 15 -1 

NetakSyc 213014 11* 1111% A 

Nauuean 21 246 7% 7% 7* .% 

Neubgcna 0J4 34 54 X% X% X% -* 

NawEBuS OWE 285 19 18 18% -* 

NEur&mge 501026 20% 20 20% A 

Nbrdgeltot 8210030 u» 47% 47% -1* 
NawpriCp 006 2 39 0* G 6 

Noble Dri 5 571 4* 4* 4* 

NuntaOQ 048 22 330 48 45 45 •% 

Nordstrom 032 X 36SBU43* 41% 41% -1* 
Hasten I 12 40 IB 15* 15* -* 

NS&rth 37 207 6% A 5* A 

NEadBc 072 D BB 4% 4* 4ft A 

NorttinTsI 0.74 15 1075 u45 44% 44% -% 
Novel 3723305 30% X* 30 A 

Nonius 39 2048 17* 17% 17% -% 

HSC Cop 12 7 8% 5% 5* 


- o - 

OCharteya 28 42 10* 9% 10* 

Octal Com 24 3220 X% 27% Z7% -% 

OtfetoLg 13 722u12* 12* 12% A 

OcfabayM 080 13 22 24 X* 23% -% 

OITtoCaai 2X 12 337U07* 68% 67% A 

ouxra IX 14 563 U36% 35* 36% A 

auras 084 14 16 32% 32 32 

OTd Stood 060 I 801 2* 2% 2% 

OMHIttlV OX 11 350 34 * 34 34% A 

One Price X 482 18% 17% 18% A 

Optical R 20 X 17% 18% lA 

Optotecfl 40 29 £ 14* 13* 14% 

OmdeSy 5115337 X 30* X A 

Orb Same X 455 13 12* 13 A 

OiagankH 03i 7 IX 4% A A 

Ostap 24 IBS 6 7* 7* 

Oshkosh B 041 IS <75 18%d17% 18% -% 
OeMurtiT OX 10 410 9% 9% 9% -* 
OtterTaB IX 16 1007 X X% X A 


- P - Q - 

Paccar IX 33 IT90uG8% 94* 84% 
PacOuniop 050 IB 9 14 13% 13% 

Pacific T 1X 13 8 24% Z3% 24% .1 

PjC«Cra 24 6181157% 56 58 A 

Paraterc 6412460 62 57 58* -3* 

Poychai 024 41 1154 X 3S% 3S% -% 
PaycaAm X 104 9% 9 9% 

Peerless OX 23 107 10% 10% 10% A 
PereiTriy 6 50 13* 12% 12* 
PwnVbg 1X358 458 X* 34* 35* A 

Pwmjytv. 220 18 IX X% 29% »% -1 

Penteks lffl 14 22 46 45% 45% ■* 

Peractii a 764 s* 5* 5* -* 

PeoeeteL (LSD 21 4 22% 21% 21% 

Pa* Banc 1J2 9 41 X% Z8% X% -* 

Psoph WexOX 35 325037% 37 37* A 

PeoptacH 17 1038 u10% 10 IQlg -* 

PelroUe 1.12 21 21 33 31* 31% -% 

Ptarmroy X 218 6* 7* B* A 

PluaraiTcti 27 1726 5* 5% 5* A 

PtaaH 048 4 IM 10% 10 10% +% 

Ptebnto 57 7835 27* 2S1J ?7% A 
Pkferton 18 281 X 10 19% A 
ftmeiGp 084 12 S95u33* 32% 32% 
PtaneffH 048 16 1481 27 26% 26* A 

Ptonaeffit 0.18 14 273 Z7% 28% 28% -1 

Puree Fed 4 150 7* 7* 7* 

Powel 12 274 10* 10 10* A 

Pros Lite 009 E 423 u7 A 8% 

Pieri* 85 577 24% 23* 24 -% 
Preston 012 2 8 4* 3% 3% A 

Pries CO 14 4127 38 36% 37 -* 


SabcoCp IJM 13 239? 64 * 63* 64 -% 

Sanderson x 030 34 89iC0* 19% 2D% -% 

ScMmbgrA 032 21 4181 31* 23% 31 +1* 

So Med L 16 6844 56 51 51% -3* 

SQSystm G8 53Q9 21* X* 20% -1 

SckB 1 2156 7% A 7 A 

SckaxCu 048 14 2710 42% 40% 41* -* 

Score Bid 161306 22 % 21* X* A 
SeaMd 1X 61 16 32% 31% 31% 
Seagate S276S8 19% 18% 18% -% 

sacp 015 24 1002 X% 28% X -% 
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MONDA Y INTERVIEW 

A change 

foreign to 
her nature 

Cornelia Schmalz-Jacobsen, 
head of Germany’s foreigners’ 
office, speaks to Judy Dempsey 


S omewhere among the 
many thousands of 
names at the Yad 
V as hem memorial In 
Jerusalem, dedicated to both 
those who perished under, and 
who resisted the Nazis, are the 
parents of Cornelia Schmalz- 
Jacobsen 

“My parents did not belong 
to any resistance group as 
such. They simply knew what 
was right During the second 
world war, they kept their 
doors open all the time in Ber- 
lin, where we lived. I will 
□ever forget It" says Schmalz- 
Jacobsen, former general secre- 
tary of the Free Democratic 
party, and now head of Ger- 
many’s awkwardly titled Fed- 
eral Office for the Problems of 
Foreigners. 

“So many people from so 
many different backgrounds 
visited us in Berlin during that 
time. It could have been dan- 
gerous. But my parents hid 
nothing from me. They 
believed that a house with an 
open door was a sign of free- 
dom. My grandmother, a won- 
derful woman, who was Greek, 
thought the same. I suppose I 
took our open door for 
granted" 

Now. more than 50 years 
later, Germany, which boasts 
the most liberal asylum laws in 
Europe, is undergoing a funda- 
mental rethink about restrict- 
ing the number of reft gees 
who are flooding into the coun- 
try following the collapse of 
the Berlin wall in 1980. 

Last year alone, more than 
470,000 would-be asylum seek- 
ers sought refuge In Germany. 
The influx of foreigners has 
fuelled calls from all sides of 
the political spectrum - from 
the far right to Chancellor Hel- 
mut Kohl’s ruling Christian 
Democratic Union party - to 
reform the asylum laws by 
tightening up article 16 of the 
constitution, which allows 
everybody entering Germany 
the right to refuge. 

The number of foreigners 
entering the country has rekin- 
dled a mood of xenophobia and 
provoked racist attacks. 
Despite belated attempts by 
the government to clamp down 
on extreme right-wing groups, 
the Federal Crime Bureau last 
week reported that in Decem- 
ber alone, extremists had car- 
ried out more than 1,000 
attacks, including one fire 
bomb, 50 acts of arson, and 95 
violent assaults on individuals. 

But what haunts intellectu- 
als, and the opposition Social 


Greenspan eyes 
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Democratic party, in the 
debate about amending the 
constitution is the memory of 
the past They argue that bad 
other countries given refuge to 
Jews Seeing Nazi Germany, 
many more could have been 
saved. Germany's open-door 
policy to refugees since 1949 
has been largely a response to 
the Jewish experience during 
the war. 

Yet Schmalz-Jacobsen 
believes that the emotional, 
and at times bitter, arguments 
over the constitution are a dis- 
traction from the real problems 
faring Germany: the absence of 
an immigration law. Because 
the country has no immigra- 
tion policy, everybody is 
allowed to enter. But those 
who manage to re main in Ger- 
many do so overwhelmingly as 
foreigners - they have no easy 
access to citizenship. Making 
citizenship easier, particularly 
for the second generation of 
asylum-seekers, is Schmalz-Ja- 
cobsen's goal 

"The statistics speak for 
themselves," she says, speak- 
ing from her 14th-floor office in 
Bonn. "We have about 6.2m 
foreigners living in Germany. 
Of that number 1.5m, or about 
25 per cent are under the age 
of 18. Two-thirds of these ‘chil- 
dren of foreigners’ have been 
bom here. Yet most of them do 
not have German passports. 
These are the second genera- 
tion of Turkish immigrants, 
and those with other parents 
and grandparents who were 
actually invited here by the 
German government to help 
rebuild the country's shattered 
economy after the second 
world war. 

“These children should be 
given the choice, as in France. 
There, children have the auto- 
matic right to French citizen- 
ship, and then are given the 
choice at the age of 18 to 
choose their nationality. In 
Germany, no such thing 
exists.” 

Schmalz-Jacobsen is just as 
critical of the difficulties facing 
those foreigners who marry 
German citizens, and those 
who, having lived in Germany 
for several years, are still 
deprived of easy access to a 
German passport. A foreigner 
married for two full years can 
apply for citizenship after 
another five. But a stogie for- 
eigner has to wait 10 years 
before applying tor citizenship, 
and another five years before 
he or she is frilly naturalised. 
‘Throughout this time, these 
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There is ’enormous opposition to racism’ 


people cannot vote, even 
though they pay taxes. They 
have no rights. This has got to 
change,” she says. 

Schmaltz -Jacobsen explains 
how the German law on citi- 
zenship is bound up with the 
old imperial decree of 1913. 
Article 5.7 of the Reichs-und 
Staatangehdrigkeitsgesetz , or 
Imperial and State Citizenship 
Law, states quite unambigu- 
ously: Through birth, one can 
acquire [German] citizenship if 
the legitimate child has a Ger- 

PERSONAL FILE 

1934 Bom in Berlin. 

1962 Worked as journalist In 
radio, television and 
newspapers. 

1968 Joined Liberal Free 
Democratic party. 
1972-85 Served as member of 
Munich's city council - 
1985-89 Senator for youth and 
family affairs In Berlin. 
1988-91 General secretary of 
the FDP. 

1990 Elected member of the 
Bundestag. 

1991 Named head of the fed- 
eral department for the 
problems of foreigners. 


man parent; and if an illegiti- 
mate child has a German 
mother...” She adds: “This 
means that the 6-2m foreigners 
to Germany have little chance 
of obtaining German citizen- 
ship.” 

How does this former jour- 
nalist. and prominent FDP 
party member, explain the gov- 
ernment's retention of a law to 
which the blood-line dictates 
citizenship? Schmalz-Jacobsen 
recalls an incident when she 
moved to Bavaria where, 
between 1972 to 1985, she was a 
senior member of Munich's 
city council 

“You tend to forget this but 
until 1967, there were still divi- 
sions between Catholic and 


Protestant classes In the 
schools. One of my sons 
home at midday and asked me 
If I believed he had black spots 
on his soul. 1 immediately 
thought tha t be nrigbt be m 
Then I realised that the school 
was talking about the differ- 
ences between the two reli- 
gions. You are one or the 
other. Germany’s citizenship 
law is a bit like that. You have 
German blood or you have 
not" 

Resistance to amending the 
law - even by allowing dual 
citizenship, a move which 
Schmalz-Jacobsen is spear- 
heading - comes from the 
Bavarian-based Christian 
Social Union, the sister party 
of the Christian Democratic 
Union, even though, ironically, 
Bavaria has one of the most 
liberal constitutions of all the 
German states. CSU officials 
fear earner access to citizenship 
would somehow dilute the Ger- 
man identity. 

“This obsession with what 
makes up a real German is dif- 
ficult to explain," says 
Schmalz-Jacobsen. “Take my 
case. Now that I have this job, ; 
I have become the subject of ! 
hatred. I get many hate letters, j 
to the eyes of some people who j 
hate foreigners, I am a for- 
eigner too because I want to 
help them. 

“I get threats as welL" She 
holds up a sheaf of letters. 
“But then, I get lots of letters 
from Germans who want to 
support me to my attempts to 
change the law, and who want 
to integrate the foreigners liv- 
ing to our country.” 

Yet, however much there is a 
gradual consensus emerging, 
at least among the FDP ami 
the Social Democratic party, j 
Schmalz-Jacobsen wonders if 
the government is really com- 
mitted to policies which foster 
integration and assimilation. 
“When I first took this job to 


Life in the slow lane 


L ast week's cut to Ger- 
man interest rates 
could turn out to be a 
lot more significant 
than it looked, and in more 
ways than one. It is likely to 
Lead, sooner or later, to an 
intense debate on ways or 
strengthening the European 
Community’s exchange rate 
mechanism. This to turn will 
trigger a broader debate over 
what is needed generally to 
strengthen the Maastricht 
treaty. And this will set the 
stage for an agonising reap- 
praisal in Britain over 
whether it really wants to be 
in or out 

The question Is, what is the 
significance of the German 
interest rate cut? A week ago, 
Mr Helmut Schlesinger, the 
Bundesbank president, was 
manifestly opposed to any 
move. He publicly repudiated 
criticisms of his tight interest 
rate policy, which he dismissed 
as coming from Ignoramuses". 
To cut interest rates three days 
later suggests a striking 
change of course, if not of 
heart. 

Now there is nothing to the 
Maastricbt treaty which 
requires a virtually fixed cur- 
rency grid well In advance of 
phase two next year. But the 
political credibility of the sys- 
tem depends on the continued 
cohesion of the central curren- 
cies in the system, starting 
with the French franc. In 
effect the ERM in its current 
configuration has come to be 
taken as a test of the viability 
of monetary union: if the ERM 
is blown apart by the specu- 
lators, the world will refuse to 
believe to the feasibility of 
Emu. 

Moreover, the feasibility of 
monetary union is now turning 
into a test of the credibility of 



IAN DAVIDSON 

on 

EUROPE 

the general political objectives 
of the Maastricht treaty. A 
forced devaluation of the 
franc would represent a mas- 
sive political blow, both for 
the Franco-German relation- 
ship and for the general 
objectives of European integra- 
tion. 

No one imagines that the 
Bundesbank wants to Improve 
the plausibility of tbe Emu pro- 
gramme; quite the reverse. But 
Mr Schlesinger does not have 
the power to revoke the treaty 
of Maastricht, let alone to 
write off the political capital 
invested, at least by the origi- 
nal member states, to the gen- 
eral objectives of European 
integration- 

Even if the Bundesbank has 
reluctantly accepted that it 
must do a tiny bit more to 
underwrite the survival of the 
exchange rate mechanism, it 
cannot guarantee unlimited 
support tor the franc. On the 
other hand, the Bonn govern- 
ment cannot contemplate the 
bald collapse of the system. 
Only two politically acceptable 
options remain: if the specula- 
tors do not go away, either the 
system must be strengthened 
so it is less vulnerable, or it 
must be replaced by something 
else with equal political signifi- 
cance. 


The French are already gear- 
ing up for a strengthening of 
the system; a senior French 
official said last week the 
issues were now being dis- 
cussed to private, though there 
would be no overt initiatives 
until after tbe ratification of 
Maastricht by Denmark and 
Britain. 

Yet the general shape of 
French thinking is set out to a 
book* just published by the 
planning ministry. The core 
countries, starting with France 
and Germany, would speed 
thoir progress towards mone- 
tary union, through intergov- 
ernmental agreements, and 
would irrevocably fix their par- 
ities next January or soon 
after. The Germans would have 
to “internationalise” their 
monetary poLicy, and co- 
ordinate it with their part- 
ners; the French would make 
the Bank of France indepen- 
dent 

Such a programme raises a 
raft of questions, both techni- 
cal and politicaL For example, 
how would the Germans "inter- 
nationalise" their monetary 
policy? 

But the bottom line Is that 
France and Germany have too 
much at stake to accept a 
straight defeat at the hands of 
the speculators, if the Emu 
programme cannot be salvaged 
to its present form, something 
of equivalent political weight, 
to this or some other field, 
must be devised to keep up the 
European impetus. 

This broader debate, which 
cannot be eluded, will be 
deeply embarrassing for 
Britain. The government has 
already said the pound will not 
rqjom the ERM this year; it has 
indicated that the Bank of 
England will not be indepen- 
dent; so it faces the prospect of 


being left in the slow lane 
of a two-speed monetary 
Europe. 

Some will argue that Britain 
Is better off in the slow 
lane. It has broken the chains 
of the ERM, it has cut inter- 
est rates, and can go for 
growth. 

There is a political price, 
however. The other member 
states used to wink at Britain’s 
opt-out from Emu. believing 
Britain could never in practice 
afford to stay out. Now they 
see the UK pursuing a policy of 
competitive devaluation on a 
grand scale, In direct conflict 
with the spirit of the Emu pro- 
gramme. 

Moreover, some people in 
France now virtually accuse 
the UK (and the Americans) of 
deliberately stimulating cur- 
rency speculation, in order to 
bust the ERM. 

This may not be rational 
But French Insistence on the 
soundness of the franc to not 
helped by an approximate 17 
per cent effective sterling 
devaluation. Even Chancellor 
Helmut Kohl alluded last week 
to “those who provoke distur- 
bances so as to torpedo the 
process of monetary union”. 

Once Maastricht is ratified, 
the treaty will be the subject of 
a new round of debate and 
reappraisal which is likely to 
be just as intense and probably 
more serious than last year’s. 
But the subject will be the, 
negotiation of a two-speed' 
Europe, and this time the , 
others will not be sorry 1 
to see Britain stay to the | 
slow lane. 

*L ’economy? frangaise m per- ! 
spectwe. Commissariat General 
du Plan ; Documentation fran- 
Caise. 29 quai Voltaire, 75007 
Paris. FFr167 


1991, there was much resis- 
tance to even talking about 
chang in g the law. It was ‘No. 
no’, all the tiwg- 

The mood Is changing. You 
just have to see the enormous 
grounds we 11 of opposition to 
racis m. But then, you look at 
the budget with which we have 
to work I have a total annual 
budget of DM250,000 (£104.600); 
DM100,000 to do campaigning, 
press releases, and a small 
staff of 15, of which seven are 
part-time. Sometimes I think 
the government is killing a 
good idea with kindness.” It 
wants the office to exist, she 
says, but it is chronically 
under-funded. 

Bnt then the indefatigable 
Schmalz-Jacobsen believes 
there are reasons to be optimis- 
tic. “It is always easier to go on 
living when you don’t have to 
face up to something which 
exists. We have a problem 
here. Slowly, the younger gen- 
eration of Germans are facing 
up to the need to assimilate 
and integrate foreigners. We 
can't give up now." 


I n his youth, Mr Alan 
Greenspan, the Federal 
Reserve chairman, was a 
disciple of Ayn Rand, the 
ultra right-wing American nov- 
elist and philosopher who 
stressed tbe moral, as opposed 
to economic, virtues of 
frill-blown capitalism. 

According to Time magazine, 
to an article tor Rand's Journal 
the Objectivist, Mr Greenspan 
once argued that the welfare 
state was “nothing more than 
a mechanism by which govern- 
ments confiscate the wealth of 
the productive members of 
society". This was probably 
just youthfUl indiscretion but 
Mr Greenspan is now having to 
adapt to an intellectual Climate 
far removed from Rand's social 
Darwinism. 

This is not proving all that 
difficult. Mr Greenspan has 
always drawn a sharp distinc- 
tion between his private views 
and his duties as a public ser- 
vant. Although appointed to 
the Fed in 1987 by President 
Ronald Reagan, he has never 
been publicly associated with 
radical conservatism. Having 
served in tbe mid-1970s as 
chairman of Gerald Ford’s 
Council of Economic Advisers, 
he is seen as a moderate 
Republican. At the Fed he has 
built a reputation for non-parti- 
san professionalism; only the 
odd hint of his personal philos- 
ophy emerges, as, for example, 
to his opposition to any form of 
capital gains tax. 

President Bill Clinton and 
Mr Greenspan are circling each 
other warily. Mr Clinton has 
stressed his support for the 
Fed's independence; Mr Green- 
span has promised to cooper- 
ate with the White House and 
has publicly praised the presi- 
dent’s deficit-cutting plan. 
However, as one of the few 
remaining conservatives with 
real power, Mr Greenspan has 
become a target for congressio- 
nal Democrats. In recent hear- 
ings, he was denounced for 
foiling to cut interest rates 
quickly enough during the 
recession and for refusing to 
pledge further easing of mone- 
tary policy to response to fresh 
efforts to curb the deficit 
At times, as senators adopted 
the sarcastic tone of prosecut- 


The Pelikan's beak savours Saville Raw labels, 
And he doodles on damask at the best of tables. 
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ACROSS DOWN 

1 Girl broadcaster once? (8) 1 Vehicle with no reversing box 

5 Tap soldier put back in place (6) 

2 Ust showing cock's tost love 
9 Soldier writing to and getting (6) 
official answer from pope (8) 3 Musical instruction to novice 

10 Hole in box on one side (6) on ship (5) 

12 Not long to bang on (3JD 4 Tools designed for young chil- 

is Girl needing some of their dren? (7) 

energy (5) 6 Apt to be cheeky if Tm to 

14 Ends by turning roasting front (9) 

mechanism (4) 7 Dearth for example it may be 

16 Gift used to make introduc- inferred (8) 

tion (7) 8 What tennents pay for hiU- 

19 Back on the bottle perhaps (7) sites with raging streams? (8) 
21 Some extra-terrestrial esti- U Goes to pieces to some extent 
mate (4) under arrest (4) 

24 Tree as pillar of the church is Tense and flawed (9) 

(5) 17 Declared when desert is to be 

25 Calm when picked up (9) developed (8) 

27 Article on manuscript con- 18 A lot to be said for profitable 

taming English topics (6) transaction (4,4) 

28 Hand over duties of French 20 Sway to the music (4) . * 

papal ambassador (8) 21 Waves to the birds CD 

29 Take away obstruction in 22 Stress caused good wan by 

river (6) downfall (6) 

30 See a sign put out by one 23 Stick notice to this place (6) 

entrusted with property (8) 26 Tree resin from oriental lime 

perhaps (5) 

The sedation to last Saturday's prize puzzle will be published 
with names of winners on Saturday February 20. 
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tog attorneys, the hearings 
took on an almost surreal 
aspect Oblivions to encourag- 
ing data (such as growth at an 
annual rate of 38 per cent in 
the fourth quarter). Mr Paul 
Sarbanes of Maryland acted as 
if the Fed chief were on trial 
for crimes against the state. 
When Mr Greenspan bad the 
temerity to defend his record, 
the prosecutor reeled off the 
names of eminent economists 
- such as Nobel prize-winners 
Milton Friedman, James Tobin 
and Paul Samuelson - who 
had publicly criticised him for 
doing “too little too late”. 

The attack on Mr Green- 
span’s economic competence 
was wholly unjustified. With 
hindsight he has navigated 
treacherous economic seas 
with great skill. He coura- 
geously raised interest rates in 
the late 1980s, thereby setting 
in motion disinflationary 
forces. But be was sensitive to 
tbe risk of a I930s-style finan- 
cial meltdown and subse- 
quently brought rates down 
Easter than conventional wis- 
dom abroad (although not at 
home) thought desirable, thus 
laying the ground for a quite 
vigorous recovery. 

Of course, Mr Greenspan’s 
curriculum vitae does not com- 
pare with those of armchair 
theorists such as Friedmaq, 
Tobin and Samuelson. He has 
published little and was finally 
awarded a PhD by New York 
University only in 1977 - after 
he had served three years as 
chief economist under Presi- 
dent Ford. Indeed, by the silly 
standards applied to Mr Clin- 
ton’s appointees, Mr Green- 
span was not qualified to be 
CEA chairman. Instead of seek- 
ing a university chair, young 


Mr Greenspan founded his own 
Wall Street consultancy and 
spent decades analysing the 
minutia of business eyries, in 
the process gaining more prac- 
tical wisdom than half a 
professors. 

Having handled the reces- 
sion adroitly, he now feces 
even tougher challenges. With 
inflationary pressures still few 
and the economy only just 
beginning to gather momen- 
tum, monetary policy is cur 
ready tight enough- But if Mr 
Greenspan wants to be remem- 
bered as the first Fed chairman 
for a generation to secure 
something approaching price 
stability, be may need to raise 
short-term interest cates sub- 
stantially in coming years, cer- 
tainly by 1995. The scene is 
thus set for a bitter tussle of 
power with the Clinton admin- 
istration, which is unlikely to 
be enthusiastic about a sharp 
tightening of monetary policy 
ahead of the next election. 

Yet there is a more insidious 
threat. Since the US has never 
suffered a hyperinflation, there 
is little popular support for Fed 
independence. Some of Demo- 
crats are pressing for legisla- 
tion that would increase Con- 
gress's leverage over monetary 
policy. Democrats have long 
been unhappy about the role 
played by the presidents of the 
Fed’s regional branches. Often 
monetarist by inclination, the 
regional presidents have five of 
the 12 votes on tbe Federal 
Open Market Committee (toe 
body that determines the level 
of short-term interest rates), 
Yet unlike Washington-based 
Fed governors, they are sot 
selected by the White House or 
subject to congressional confir- 
mation. 

Mr Clinton may mean what 
he says about Fed indepen- 
dence. But if the electoral cyde 
proves more important Mr 
Greenspan and his board (all 
Reagan/Bush appointees) will 
face a painful dilemma. If the 
Fed resists pressure for expan- 
sionary monetary policies, it 
may end up subject to greater 
political control; if it does not 
it risks higher inflation. It is 
not an inspiring outlook for a 
man who prefers crunching 
data to playing political poker. 
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The main square and mosque or Isfahan, once a popular venue for tourists. Iran has recently been trying to revive its tourism Industry 


Keen to leave the cold 

Iran is edging back towards the international mainstream. Whether it will be 
admitted is another matter. Roger Matthews reports 


W hen an Iranian diplomat 
asks earnestly “What do 
you think my country can 
do to improve its international 
image?" it is obvious that something 
is afoot in the world’s first Islamic 
republic. 

For more than a decade Iran’s cler- 
ical lenders have done their best to 
give the impression of caring not a 
jot what the rest of the world thinks 
of thorn. Some still do not. Others, 
however, have begun better to 
appreciate the demands of adminis- 
tering a state of 60m people, and 
understand that satisfying popular 
needs is one of the keys to retaining 
power. 

There are plenty or straws in the 
wind. President Ali Akbar Hashemi 
Rafsarjani is receiving weekly les- 
sons In economics. Privatisation, 
deregulation and liberalisation have 
entered the vocabularies of members 
of parliament. 

Senior officials discuss western 
political philosophers, and mullahs 
are being been sent abroad for 
months at a time to live and study in 
western democracies. 

If that gives the impression of a 
country wanting to come in from the 
diplomatic cold, into which it had 
cast itself, that is probably what is 
intended. But whether Iran will be 
admitted while carrying so much 
other ideological baggage and still 
festooned with labels hostile to the 
west Is another matter. 

The motivation for Iran’s shift in 
attitude is almost exclusively eco- 
nomic. Back in the mid-1970s, Irani- 
ans used to talk portentously of 
their country becoming the world's 
fifth power. Fanciful perhaps, but it 
is a reminder of the huge potential 
that population, hydrocarbons, agri- 
culture and geography give the 
country. Revolution and war may 
bave set back Iran's development by 
20 years or more, but the fundamen- 
tals remain strong. How effectively 
they can be exploited will depend in 
large measure on the political bal- 
ance wiihin the country and how the 
rest of the world reacts to it. 

Iran Is at the moment the embodi- 
ment of the only political Idea that Is 
gaining adherents in the Middle 
Gust. Islamic Fundamentalism is 
being promoted as an alternative for 
peoples frustrated and oppressed by 
governments which offer them little 
hope, politically or economically. It 
is a source of pride to Iran's leaders 
that others seek to follow their 
example, and a boost to their own 
political legitimacy at home. 
Equally, it is a source of fear and 


suspicion elsewhere in the region 
and in the west 

The freeing of western hostages in 
Lebanon and Iran’s stance during 
the Allies* war with Iraq improved 
its political standing in the west. 
The increasing numbers of business- 
men travelling profitably to Tehran 
helped Iran to be seen again as an 
important regional economic centre. 
But the positive swing of the pendu- 
lum has already been checked and, if 
anything, it is again heading back in 
the opposite direction. 

The history of the regime predis- 
poses many people and governments 
to believe the worst of it Its record 
on human rights, its willingness to 
accept huge casualties through fron- 
tal Infantry assaults during the war 
with Iraq, and its readiness to 
encourage the overthrow of govern- 
ments it does not like will not 
quickly be forgotten. 

So when ft appears to behave 


aggressively over the island of Abu 
Musa in the Golf, purchases a sub- 
marine from Russia and expresses a 
desire to acquire nuclear technology, 
this can be translated all too easily 
into the picture of a nation bent on 
exporting its revolution, threatening 
its wealthy Arab neighbours and 
posing a Long-term military chal- 
lenge to the US. 

One sure thing is that for the fore- 
seeable future Iran will continue to 
provide ammunition for those who 
see the country in that light. The 
most virulent revolutionary rhetoric 
is available for those who wish to 
hear it and there is always a ready 
domestic audience for accusations of 
duplicity and subversion by Iran’s 
enemies. The hardcore supporters of 
the revolution will be rallied more 
effectively by invoking anti-Ameri- 
canism than by pragmatism and con- 
ciliation. 

The skill of President Rafsanjani 


during the past three years has been 
to consolidate his own position 
domestically while edging the coun- 
try back towards the international 
mainstream. How much further he 
can carry that process may well 
depend on his ability to extricate the 
government from the consequences 
of economic mismanagement during 
the past two years. 

It was understandable that any 
improvement in oil prices would be 
used as an opportunity to relax 
imports and provide some of the con- 
sumer goods which had been absent 
for so long. But what could not be 
foreseen was that the import boom 
would gain such momentum and 
that precious hard currency earn- 
ings would be dissipated with such 
little supervision. 

The import brakes bave now been 
applied but not before the country 
has run up many billions of dollars 
in short-term debt and seriously 


damaged its reputation with foreign 
banks and the world's leading export 
credit guarantee agencies. Delays on 
letters of credit extend up to four 
months and involve $2bn-S3bn, with 
substantially more in the pipeline. 

Oil revenues ensure that Iran will 
eventually meet its obligations, but 
all foreign creditors will be looking 
for more sceptically at becoming fur- 
ther involved in a country when 
political risk factors need to be offset 
by an exemplary record on financial 
obligations. 

It also raises other basic questions 
about the competence of government 
in Iran which have implications for 
the rest of the Islamic world. The 
constitution was designed under the 
tutelage of Ayatollah Khomeini to 
ensure a number of parallel and 
overlapping areas of authority, all of 
which are subservient to the coun- 
try’s spiritual leader. His death con- 
firmed the vacuum that such a sys- 


tem always seemed likely to create. 
Ayatollah Ali Sayed Khamenei was 
not Ayatollah Khomeini's first 
choice as his successor and will 
never enjoy the same religious and 
political authority. 

This flaw at the very centre of 
constitutional power persists 
throughout the machinery of admin- 
istration and is made worse by the 
widespread weakness in basic man- 
agement skills. Incentives for capa- 
ble people to enter government ser- 
vice are few, with low salaries and a 
time-consuming politicisation of 
departments. One of the conse- 
quences has been additional layers 
of bureaucracy and a growing 
requirement for extra payments to 
help oil the wheels of government. 

Powerful individuals have shown 
ways of cutting through the layers of 
administration, but they are few. Mr 
Gholamhossain Karbaschi, the 
mayor of Tehran and close associate 
of President Rafsanjani, has made a 
notable impact on the appearance 
and administration of the capital. He 
has also raised revenue through con- 
troversial business taxes and admits 
to having acquired enemies. The sys- 
tem permits the emergence of such 
people, but few are willing to take 
the risk, or feel sufficiently confident 
of their patron. 

The danger for Iran is that the 
drive for economic modernisation 
initiated by President Rafsanjani 
will suffer further losses of momen- 
tum and eventually be broken on the 
inertia of the system, the incompe- 
tence of Local management and the 
deep conservatism of the senior 
clergy. Also pushing it in that direc- 
tion is the manner in which much of 
the industrialised world reacts to 
Iran. If, as expected, Islamic funda- 
mentalism further establishes itself 
as the main perceived threat to west- 
ern Interests in the Middle East, Iran 
is bound to suffer the backlash, how- 
ever ill or well-deserved. 

Certainly, nothing will be made 
easy for the republic. The failure of 
Islamic government in Iran would be 
a blow to fundamentalist groups 
throughout the Middle East But an 
Iran rebuffed and blocked in its 
efforts to make modest improve- 
ments in its international relations 
could make an even more uncom- 
fortable neighbour. The clergy and 
their allies have demonstrated a 
political durability that many people 
doubted a few years ago. Setbacks in 
running a modern economy will only 
intensify the determination to pro- 
tect the revolution, by whatever 
means. 
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FOREIGN POLICY 


Suspicion on all sides 


"SOMETIMES they appear 
with a deceitful smile, saying 
that they like Iran and wish to 
establish ties. They are telling 
lies. Past experience has shown 
that they are lying. They have 
a dagger hidden behind their 
backs and the other hand is 
ready to plunder. We know 
their true nature." 

Ayatollah Khamenei, Iran’s 
spiritual leader, articulated 
recently what is a widely- held 
view in Iran of western nations 
and their intentions. Not 
everyone would voice it so dra- 
matically. taut even among Ira- 
nians who have long associa- 
tion with the US and Europe 
there is an ingrained readiness 
to interpret western actions in 
the most conspiratorial way. 

From Washington, elsewhere 
in the west and in parts of the 
Middle East there has been a 
scarcely less instinctive will- 
ingness to view I ranian inten- 
tions as subversive and desta- 
bilising. Mr Robert Gates, until 
recently director of the CIA, 
thinks it probable that Iran is 
trying to acquire a nuclear 
weapon, while the govern- 
ments of Algeria and Sudan 
believe Tehran is funding and 
encouraging Islamic fundamen- 
talists in their countries. 


The depth of suspicion on ail 
sides makes it difficult to 
achieve the progress in areas 
of mutual interest which Presi- 
dent Rafsanjani and his aides 
say they wish to make. There 
is no doubt that Iran's political 
leadership has done Its home- 
work on the relationship 
between economic develop- 
ment and foreign policy. It 
understands bow much it 
needs access to capital and 
technology if war damage is to 
be repaired, the economy mod- 
ernised, and jobs found for the 
large numbers of young people 
coming onto the market every 
year. 

But squaring that with the 
spiritual and political impera- 
tives bequeathed by AyatoQah 
Khomeini will always prove 
difficult for the more prag- 
matic members of the Iranian 
establishment. Foreign policy 
in Iran is not made by a single 
person, group or organisation. 
Because of that it can be sub- 
ject to domestic political rival- 
ries, lack of management con- 
trol and opportunism by 
radical factions. 

The example of Abu Musa 
Island, close to the Strait of 
Hormuz, offers analysts plenty 
of scope. At a time when Iran 


was being conciliatory to the 
Gulf Arabs, Us officials on Abu 
Musa - sovereignty of which 
is shared with the United Arab 
Emirates - threw out some 
teachers who it claimed were a 
threat to security. From there 
the situation deteriorated wfth 
the UAE taking the issue to 
the UN and Iran frightening its 
neighbours again with increas- 
ingly belligerent statements 
and claims of hill sovereignty 
over the island. 

It could be that the whole 
episode stemmed from an 
unauthorised action by Iranian 
officials on Abu Musa from 
which the government could 
not easily dissociate itself. It 
could equally be that Iran 
wanted to remind the Gulf 
Arabs of Its presence. Tehran 
will not quickly forget that it 
was Saudi Arabia and Kuwait 
which funded Iraqi President 
Saddam Hussein daring the 
Iran-Iraq war and indirectly 
provided the weapons used for 
the destruction of Iranian 
cities and villages. No word 
has been uttered by the Arabs 
about reparations, although 
the huge sums being spent by 
those two countries on new 
weapons Is being noted. 

Iran is also sensitive to the 


refusal of the Gulf Coopera- 
tion Council (Saudi Arabia, 
Oman, Kuwait, Bahrain, 
United Arab Emirates and 
Qatar) to involve it in any of 
the security arrangements for 
the region, such as the Damas- 
cus Declaration which would 
have given Egypt and Syria a 
role in the defence of the Gulf. 
Tehran continues to be 
unhappy with Saudi Arabia's 
oil production policy, believing 
that it is doing America’s bid- 
ding by keeping oil prices rela- 
tively low. 

Taken together it is unsur- 
prising that the Iranian regime 
should feel that the US and its 
regional clients are attempting 
to exclude or marginalise its 
political and economic role. It 
is a policy that the Iranians are 
bound to resist and there are 
indications that an additional 
line of response has been to 
encourage where possible the 
rash of territorial disputes 
between GCC memb ers in the 
past year. 

Iran should not be surprised 
that other countries feel threat- 
ened by it, however much Mr 
Rafsanjani 's officials insist 
that it Intends to export noth- 
ing more subversive than 
ideas. Islamic f undamentalis m 


is gaining adherents in the 
Middle East and does pose the 
single most easily identifiable 
threat to several regimes. The 
question an these regimes seek 
to answer is how much the 
process is being aided by Teh- 
ran. 

In Sudan and Lebanon there 
is a clear Iranian presence. The 
Iranians make no secret of 
their support for ffammas in 
the occupied territories and 
their total opposition to the 
US-sponsored Middle East 
peace process. They are pri- 
vately very contemptuous of 

the Gulf TTmnairhiae and ate 

trying hard to expand political 
and commercial ties with the 
central Asian republics. 

Iran has bought weapons 
from China and made over- 
tures to North Korea. Its list of 
activities may he in keeping 
with a wholly independent for- 
eign policy, but not one likely 
to promote closer relations 
with western nations. 

Seen from Tehran, that is 
not Iran's problem. If there Is 
agreement on anything in Iran, 
it is that other countries must 
adjust to the reality of the 
Islamic revolution. 

At the same tune Iran will be 
acutely sensitive to anything 
which hints at paternalism, 
neocolonialism or even criti- 
cism of its domestic affairs, 
especially if related to h uman 
rights. And ft sees nothing con- 
tradictory in sentencing to 
death a British author accused 
of blasphemy. 
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The importance of the Ira- 
nian market at a time of world 
recession has encouraged west- 
ern governments to adjust to 
these difficulties except, as in 
the case of Britain, when the 
Issue of Salman Rushdie so 
angered public opinion that it 


was bound to drive a wedge 
between the two countries. 

Lack of a firm reassurance 
by Iran about its current 
intentions towards Mr Rushdie 
will continue to binder the 
chances of any improvement. 

Such incidents seem likely to 


remain an unpredictable 
clement in iron's dealings idth 
the rest of the world and 
continue to jeopardise the 
prospects for more dun& 
relations. 

Roger Matthews 


tu 


O n the improvement of Iran's 
relations with the west dur- 
ing the Kuwait crisis and 
the subsequent deterioration: 

I was not much impressed by the 
kind of overtures that came from 
the west when Iraq invaded 
Kuwait. Nor am I much disturbed 
by recent political unhappiness. It 
is better for us to stick to our prin- 
ciples and come to terms with our 
external environment rather than 
trying to calculate when the world 
is happy with us and when the 
world is not happy with us. 

The relevance of Iran's "Neither 
east nor west" policy following the 
collapse of the Soviet Union: 

It is still a relevant policy but 
maybe the way we express it 
should be changed. Its main pur- 
pose is to convey the idea that we 
decide in Tehran what our interests 
are and that we should not be 
expected to kneel down in front of 
foreign powers. It Is part of our 
sense of national sovereignty. It 
does not mean we should be antag- 
onistic towards anybody outside 
Iran. We are a member of the inter- 
national community. In the inter- 


national community you cannot do 
whatever you Ilka, or whatever you 
think is right for your own Inter- 
ests. There is a sort of gamg which 
we should start to play, and we are 
playing it 

Whether US and British ambassa- 
dors might return to Tehran: 

There is no big obstacle preventing 
better relations with the west, 
other than political attitudes. This 
Is mainly the responsibility of our 
western partners. There is still a 
cultural barrier, a sense that some- 
one can dictate to other parts of the 
world about how they should 
behave. 

Economically, relations are bene- 
ficial for both sides. But politically 
the international situation is still 
not mature enough, especially with 
the type of disorder now affecting 
the world community. Hie laws of 
the new game are not well defined. 
We have a game in which the roles 
are changing and the players also 
are dunging. So anyone can claim 
victory, even though they may not 
be winning: We should just stick to 
our principles and when the fruit is 
ripe then it could be picked from 


Playing the game 

Mr Javad Larijani, special adviser to President Ali Hashemi Rafsanjani 
on foreign relations, talks to Roger Matthews 


the tree. We should not rush. 

Is foreign policy still guided by the 
desire to aid oppressed Moslems 
anywhere in the world? 

This Is a fabulous principle that 
anyone in the world should help 
the needy, the oppressed and the 
poor. 

This does not mean we are going 
to topple the governments of other 
countries if we think that they do 
not behave according to our stan- 
dards. It does not mean that we are 
going to Interfere with their daily 
affairs. That is the way the west 
behaves towards us and to other 
countries. 

In practice the basis of our deci- 
sions Is our national interest To 
rebuild the country we have a long 
way to go. We are determined to 
convert Iran into a prosperous and 
advanced country. We are putting 


all our efforts into that 

The ideas which guide our coun- 
try are attracting followers in 
many Islamic countries. In Egypt 
there is a movement which they 
branded flindamuntallgn. We like 
the word fundamentalism. It shows 
that people are concerned with the 
deep issues and fundamental 
truths. 

This movement is like a renais- 
sance. It Is true that it started from 
Iran and the waves are spreading. 
It is disturbing a number of gov- 
ernments In Algeria, Tunisia and 
Egypt But it is simplistic and 
naive for those governments to 
blame Iran because our ideas bare 
followers. We are pleased that what 
we do is admired in the Islamic 
world but this is not something we 
can be blamed for. 

The Mamie world is undergoing 


a deep change and our revolution 
played a major role in expediting 
tills change. The more suppressed 
It is, the gre a ter momentum it will 
have, and the more it will become 
radicalised. This is the source of 
suspicion about Iran. Politicians in 
America think it is like a commod- 
ity which we export to other coun- 
tries. But this Is not the reality. US 
paranoia about Iran stems from 
such very simplistic views. 

Role of the armed forces: 

We must calculate the threat and 
consider what would be a reason- 
able defence. We have been the vic- 
tim of a notorious aggression after 
the revolution. The mastermind of 
this aggression Is alive and is still 
in power in Baghdad. No reason- 
able person would be willing to be 
caught again by surprise. 

On the southern flank of the Per- 


sian Gulf billions of dollars have 
been invested in armaments. We 
worry about this. Who is going to 
be the target for all this? Can the 
Kuwaitis by buying arms defend 
themselves again against Iraqi 
aggression? We doubt it. 

We see ourselves as a country 
surrounded by turmoil and tension 
and potentially threatened by a 
neighbour with a proven appetite 
for aggression. 

So we need a reliable defence 
facility. Unfortunately, from the 
point of view of the generals, our 
priority is the construction of the 
country. So we are working 
towards an army which Is small 
but efficient. We think that the best 
thing that Iran can offer the 
Islamic world is its global ideas 
and this is already taking us into 
the hearts of millions of Moslems. 

We do not need to send troops. 
Our troops are our ideas, and we 
are very proud that our ideas are 
getting through. People like us 
throughout the Mam I* world; the 
intellectuals admire us. and we feel 
very happy about that There Is not 
a single politician in ban contem- 


plating expanding Iran's geogn. 
phy- 

Iran's attitude to nuclear weapons; 
We have no nuclear ambition. fib 
neither feasible to Invest hoge 
amounts of capital in it, nor week 
it be effective In our defence. Bntl 
do think it is the right oflrto to 
have access to nuclear techaafaB 
for totally civilian and peaeeM 
uses. Like any other major am g 
science and technology, do-obi 
should deprive us from acqsbfag 
that possibility- But we wifi not be 
pressing too hard because *e da 
have alternative sources of man. 

The Middle East peace process 
Our opposition to the protest b 
twofold. First, on its feasibility, 
and second on issues of prhtdgb 
and Ideology. 

Hie Idea of this peace ptocenk 
that it should begin to resolve fr 
problems of Israel with its udp 
bonring countries, one by one, I 
that is done we are left with Or 
helpless people of Palestine. Whs 
can they do? We think this b raj 
unfair to them and that the resolu- 
tion of their fate should precede 
any other discussion. 
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THE CHALLENGE OF THE TRANSPORTATION INDUSTRY 
REQUIRES A DIFFERENT KIND OF ORGANIZATION 

TO BREAK THROUGH THE BARRIERS... 

AND HELP YOU MOVE ON ANY OPPORTUNITY 

WE PERFORM WHERE OTHERS FAIL 

THE ORGANIZATION WITH FULLY - INTEGRATED 
NETWORKS OF AFFILIATED COMPANIES ENGAGED IN 
ROAD, SEA AND AIR TRANSPORTATION, CUSTOMS 
CLEARANCE, STEVEDORING AND SHIPPING AGENCIES 

WITH BRANCHES IN: 

ATHENS, DUBAI, GENOA, LONDON, NEW YORK 
AND REPRESENTATIVES IN 40 COUNTRIES AROUND 

THE WORLD 

TALK TO US, OUR COMMITMENT TO RELIABILITY WILL 
HELP KEEPING YOU ON SCHEDULE. 
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A fter nearly a decade in the eco- 
nomic doldrums caused first by 
revolution and then war, Iran 
tarea the massive task in the summer of 
1988 or rebuilding its infrastructure, its 
caties and villages occupied or bombed by 
Iraq, and most critically its oil production 
and export tacillties. 

Unlike Iraq, the Iranian regime at least 
emerged from the conflict without the 
huge weight of debt which proved so diffi- 
cult for President Saddam Hussein to tol- 
erate and helped spur the invasion of 
Kuwait. Whatever else was said about Iran 
during the 1980s. its management of its 
external finances drew almost universal 
praise. Iran paid its debts promptly and 
was a sound risk. 

Probably the biggest single error made 
by the government in the past four years 
has been to put that hard-won reputation 
at risk. Iran s reconstruction and economic 
development plans need access to western 
capital. There is, of course, a substantial 
amount that can be generated domesti- 
cally, but with annual hard currency reve- 
nues unlikely to top $16bn-$17bn in the 
next few years, the demands for invest- 
ment have to take their place in the queue 
along with other pressing priorities. In the 
oil and industrial sectors, along with the 
free trade zones, it has been hoped that a 
significa n t part of the investment would 
come from outside the country. 

How much damage has been done to 
those prospects is not yet clear. But the 
alarm bells are ringing in all the fol din g 
export credit guarantee agencies of the 
industrialised world. What had been ner- 
vousness six months ago has now devel- 
oped into deep concern and the strong 
possibility exists that one of the biggest 
agencies could soon remove cover for Iran. 
Iran’s problems grew from its attempt to 


■ THE ECONOMY 

Damage limitation 


undertake a multi-billion-dollar recon- 
struction programme using primarily 
short-term loans and its loss of control 
over letters of credit issued by the com- 
mercial banks. Added to this has been the 
opportunity to buy cut-price Hussion 
weaponry for cash. 

The situation might have been more 
manageable had oil revenues come up to 
expectations. Instead, the surge in prices 
that followed Iraq's invasion of Kuwait in 
1990 was enough to tempt bran into a more 
expansive spending programme, but not 
enough to sustain iL 

Official figures need to be treated with 
some caution, but the trends are clear 
enough. At the end of the last financial 
year (March 21. 1991) Iran admitted to oil 
revenues of $15.8bn and imports of nearly 
$25bn. In fact, imports were probably $2bn- 
$3bn higher than stated and. even allow- 
ing for non-oil exports of $2bn, this would 
still have left the country with a trade 
deficit of more than SlObn. 

The first hint that Iran was having diffi- 
culties meeting short-term obligations 
emerged about nine months ago - and 
seemed to have reached a plateau over the 
summer, but again gathered pace in 
November and December. 

Officials from Bank Markazi, the central 
bank, travelled to Japan, Germany and 
other European countries at the end of the 
year in an attempt to reassure foreign 
banks and export credit agencies that the 
difficulty was primarily technical and 


would be resolved within a few months. In 
Tehran, close aides of President Rafsan- 
jani admitted the problem, but not its size. 
They say an inquiry is underway into 
banking practices and accounting proce- 
dures. 

What appears to have happened is that 
the central bank, having permitted the 
commercial banks to open letters of credit 
without official approval, did not have in 
place a mechanism for tracking the vol- 
umes and amounts which were then 
issued. At the same time, foreign currency 


The government claims greater 
success in handling the issue 
of exchange rates 


allocations to minis tries increased sharply. 

The effects on Iran are visible. The coun- 
try is in the middle of its biggest consumer 
boom since well before the revolution and 
so far there is no sign of it r unning out of 
steam. 

Officials insist that 50 per cent fewer 
letters of credit have been issued in the 
current financial year and there will be a 
correspondingly large fall in the value of 
imports. Even If this is so, it will not 
resolve the more immediate issue over the 
swelling backlog of unpaid letters of 
credit The government says that there is 
no more than $lbn outstanding. Other 
western estimates put the figure at closer 


to $3bn, and fear that there is a substan- 
tial sum still in the pipeline which could 
range between $7bn and $ 10 bn, anywhere 
from a half to two-thirds of expected oil 
revenues. 

Iran has hinted at some success in re- fin- 
ancing part of the outstanding amount 
and officials in Tehran want to believe 
that competition between countries for 
business will prevent the crisis from deep- 
ening. Much the same thinking lies behind 
Iran’s refusal to accept growing western 
demands for sovereign guarantees for new 
loans. A large part of the outstanding 
short-term debt could probably be con- 
verted into much longer maturities if Iran 
would guarantee the amounts. 

Similarly, the prospects for financing 
some of the country’s most ambitious 
Infrastructure and industrial projects 
would look much more feasible if investors 
were provided, with that extra reassurance. 

But awareness of the hostility of the 
parliament to sovereign borrow- 
ing - smacking as it does of foreign 
dependence - makes the government 
reluctant to introduce the Issue. It is also 
probable that relatively few people in Teh- 
ran are fully aware of the amounts out- 
standing on short-term repayments. 

The government claims greater success 
in handling the scarcely less sensitive 
issue of exchange rates. In his budget 
speech in December. Mr Rafsanjani 
pledged further moves to unify the 
exchange rate by removing an increasing 


number of items from the official rate of 
IR70 to the dollar. 

Only essential items, such as basic food- 
stuffs and medicines, will remain at that 
IR70 rate, some items for industry will 
continue at IR600 to the dollar but almost 
everything else will be at the floating rate, 
currently about IR 1,500 to the dollar. 

Moving all items on to the floating rate 
would have a hugely inflationary impact, 
especially as at least 20 per cent of imports 
are believed to fall into the category of 
basic goods and medicines. 

How far down this road Mr Rafsanjani is 
willing to venture will be primarily a polit- 
ical judgment. The government is prepar- 
ing to increase subsidies massively as 
more basic items are moved onto the float- 
ing rate. It also claims to be holding 
enough dollars in reserve to satisfy 
demand and steady the rate when the rial 
is finally fully floated. 

If the government intends to keep its 
pledge to the International Monetary Fund 
in order to qualify for balance of payments 
support it has to unify exchange rates by 
March next year. 

Some officials at the central bank want 
the government to act more decisively. 
They believe a short, sharp adjustment, 
although painful, is preferable to a long 
drawn-out process during which the 
impact of the reforms will be dissipated. 
The Ministry of Finance and Economy 
clearly prefers the more cautious approach 
and so far seems to be winning the argu- 
ment. 

What impact the gravity of Iran’s exter- 
nal payments situation will have on the 
government’s room for manoeuvre will be 
the main focus of attention over the next 
six months. 


Roger Matthews 
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Iran's plans lor reconstruction and economic 
development need access to western capital 
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Recovery package 

Mr Mohsen Nourbaksh, minister of economy and finance, talks to 

Roger Matthews 


verall economic strategy: 

In 1989-90, at the beginning 
of oor first five-year plan, 
we tried to deal with the lack of 
balance in the economy. The priori- 
ties in the package for economic 
recovery included adjusting prices, 
diminishing the role of govern- 
ment, encouraging the private sec- 
tor and developing exports. 

The private sector existed before 
the revolution and has its own role 
defined in our constitution. It is 
important to differentiate between 
east European countries and Iran. 
There has been a tendency to see 
the package of measures here as 
the same as those put forward by 
the IMF and World Bank for coun- 
tries in eastern Europe. Our coun- 
try is very different. 

One of the main issues with 
which we are struggling is the uni- 
fication of exchange rates. The big 
difference between the official and 
floating rates of exchange Is one of 
the legacies we suffered from the 
war. We are trying to move very 
smoothly towards unification of 
rates. Most of the industrial sector, 
so far as the production side is con- 
cerned, is using the floating rate, 
as is the trade sector. Assuming 


that parliament approves the bud- 
get we will have taken a very 
major step towards unification. 

We are generally pleased with 
the result of these policies so for as 
investment is concerned. Over the 
past two years the average growth 
in GDP has been more than 11 per 
cent, almost 3 per cent above what 
was predicted. Most of the growth 
has come from agriculture. Indus- 
try and oiL We think the momen- 
tum will continue in the current 
year and we will have a GDP 
growth rate of about 8 per cent 
Some $24bn has been invested in 
different sectors over the past three 
years. We think that we will be 
able to continue on the same 
growth pattern in the foture. 
Unification of exchange rates: 

Not all rates can be unified in the 
budget There are some specific 
parts of the budget that will 
remain at the official rate. But in 
1993 we will take the major step 
towards unifying exchange rates. 
On the inflationary impact of unify- 
ing exchange rates: 

We intend to use subsidies, espe- 
cially for essential goods and medi- 
cines, so that the cost of living does 
not rise too much. Most other 


imports are already on the floating 
rate, so there should not be much 
impact on prices. Basic foods will 
continue to be imported at the offi- 
cial rate. About 20 per cent will 
re main at the official rate. In other 
words, about 80 per cent will have 
changed. The only items that will 
be subsidised are those few remain- 
ing at the official rate of exchange. 
Use of subsidies: 

There are no plans at this stage to 
make subsidies more selective. 
Right now we subsidise many 
items, for example refrigerators 
and televisions, by allowing them 
to be imported at the official rate of 
exchange. By going over to the 
floating rate we remove this type of 
subsidy. 

Impact of current account deficit: 
Unifying exchange rates will help 
to reduce the deficit. Our prediction 
is that next year we will definitely 
have a positive balance of pay- 


ments. Total expenditure in foreign 
exchange will be less than our pre- 
dicted Income, assimiing tha t the 
price of ofl is maintained. 

Imports for last year were run- 
ning at S26bn-|27bn, bat this finan- 
cial year they are much lower, par- 
ticularly because we have 
introduced the floating rate for the 
industrial sector. Since the begin- 
ning of this current year [March 
21], when we introduced the float- 
ing exchange rate, consumption of 
foreign currency has fallen tremen- 
dously. Out estimate for the car- 
rent year is that we will have a 
positive balance of payments. 
Delays on payments of letters of 
credit: 

Last year our imports were about 
S26-827bn. That was because we 
Introduced a floating exchange rate 
and allowed the commercial banks 
to operate it without any restric- 
tion. The same pattern continued 


this year. Because of that, and 
because previously we used to have 
a system of rationing foreign 
exchange, there has been some mis- 
management. We did not intervene 
in the market becanse we thought 
that the pressure would diminis h. 
That Is what is happening now. 

This year, the number of letters 
of credit that has been opened and 
the level of imports is likely to be 
50 per cent lower than the previous 
year. There was some interruption 
in payment of letters of credit bnt 
we consider that as having a short- 
run effect We are negotiating with 
the banks and we think we will 
manage the whole thing satisfacto- 
rily. The size of the backlog Is 
about Slbn. Very soon we are going 
to resolve the whole thing. I do not 
wish to give a specific time. 
Position on sovereign guarantees 
Commercial banks have their own 
business and have to issue their 


own guarantees. Those banks have 
to be acceptable to the interna- 
tional commercial banks. Bnt If the 
government is going to receive a 
credit or facilities, such as those we 
are negotiating with the World 
Bank or with the Japanese for a 
yen loan, then this is goverament- 
to-govemment and we will defi- 
nitely give a guarantee. 

But we do not see any reason for 
the government to give a guarantee 
for, say, a small textile manufac- 
turing project. Even if western 
credit agencies say that we have to 
provide a guarantee, we are defi- 
nitely not going to do so. If they do 
not wish to do business with ns, 
well we shall have to wait and see. 

Recently we got a credit from a 
German bank using the samp stan- 
dard as we had before. We consider 
that as an indication that if we 
insist on this policy and stick to 
oor principles then international 
companies will adjust It is a mat- 
ter of markets. We see enough com- 
petition between different compa- 
nies in different countries, so why 
should we adjust? It is they who 
are competing. It is their duty to 
adjust their policy to what we need. 
Privatisation: 


It does not mean creating a private 
sector because that has always 
existed. What tt means is that com- 
panies which (or some reason are 
In the hands of government should 
transfer to the private sector. The 
main purpose is to increase the effi- 
ciency of those companies. 

We have listed more than 300 
which are supposed to transfer to 
the private sector. Some have been 
privatised but most are still in gov- 
ernment hands. We are trying to 
speed up the process. I do not con- 
sider privatisation as a source of 
revenue bnt as a way of increasing 
efficiency. Ministers responsible for 
running those companies are 
allowed to use the proceeds from 
sales either for completing projects 
or to renovate the technology in 
those companies they administer. 
Prospects for foreign investment: 

It is accepted withont any limita- 
tion. It depends only on the nature 
and the type. We offer the same 
protection to foreign investors as is 
available in other countries. I do 
not have the data with me to say 
whether we have received one 
penny of foreign investment or not, 
bnt we have received several appli- 
cations. 
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UNUSUAL OPPORTUNITY FOR FOREIGN COMPANIES AND INVESTORS 
Full security of Investment and Profits-High Re turns- Buy- 
Out Guarantee-Direct Access to Regional Markets 


AN UNMATCHED OPPORTUNITY 
FOR ESTABLISHMENT OF: 


Export Processing Operations 
Assembly and packaging Operations 
Regional Distribution Centers 
Customs - Free Tax - Free Manufacturing 
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SERVICES OFFERED BY 
PARSUMASH GROUP 

• Suitable land for factory and storage. 

• Full responsibility for design and construction. 

• Erection work for process plants and machinery. 

• Supply of skilled labour and technical personnel. 

• Finance facilities, partnerships and syndications. 

• Sales guarantees, product promotion and distribution. 
Temporary full local office services and management. 


For further information and how you or your company can benefit 
from the opportunities created by the Sirjan Free Zone, contact: 
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After 7 0 successful years as Deutsch-Iranische Handelsbank we have expanded 
' 3 " the scope of our business and therefore also changed our name 

Now your partner is: 
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What we can do for you... 

i .snccialisi bunk lor companies, by tradition linked [o ihc Middle Ham. Europaisch 
ir.mij.che I landeNbank AG has at ii> Jispnsal wide ranee or financial services to mem 

vuur individual exporting needs. 

mav benefit from our particular expertise, intimaic market knowledge, and close 
contacts to Iranian banks. Our roprovcntal.ve office .« Ichnm can assist you in solving 
local problems. Contact us! We will send you our booklet or Fix a dale for an informal 
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IRANIAN CAVIAR 



Only these pearls 
come from clear, deep waters. 


Iran 


Russia 



A beautiful patch of unspoiled nature is 
the difference between Iranian Caviar 
and others. Only 7 the southern Caspian 
Sea has the untouched, crystal clear 

waters that offer the scurgeon an ideal 
habitat - 1000 miles away from the Volga 
which unfortunately has lost much of its 
romantic charm. No wonder, then, that 
connoisseurs deem Iranian Caviar to be 
the ultimate in appearance, flavour and 
aroma. And no surprise, then, that the 
coveted Grand Prix "Triumphc dc 1' Ex- 
cellence Europcenne" was awarded ro 
Iranian Caviar. 


Superior 
quality thanks 
to controlled 
fishing. 



numbered quality seal guaranteeing the 
caviar's origin. This is why leading 
airlines, including British Airways, Air 
France, Swissair, K1.M, Lufthansa, AUA. 
Alitalia and many others, serve Iranian 

Caviar. 



As from time immemorial, fishing in 
Iran is still done from traditional 
boats. Strictly enforced gov 
ernment quotas ensure chat 
floating fishing factories 
arc unknown in the wa- 
ters of the southern Cas- 
pian. I Tie emphasis hero 
is on quality nor quan- 
tity. 

Absolute freshness 
guaranteed. 

Alongside stringent quality controls, a 
permanent refrigeration chain ensures that 
caviar lovers throughout the world can 
enjoy this delicacy in perfect condition. 
Each original can bears a registered and 



Iranian Caviar - 

the finest money can buy. 
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■ DEFENCE 

A sudden flurry of 
alarmist warnings 


THE eight-year war between 
Iran and Iraq offered much sat- 
isfaction to strategic planners 
anxious to prevent either coun- 
try achieving a dear military 
superiority in the region. Few 
tears were shed in western cap- 
itals, particularly Washington, 
when President Saddam Hus- 
sein sent his forces across the 
border into southern Iran in 
September 1980. 

A conflict which absorbed 
and eventually came dose to 
exhausting Iran's Islamic revo- 
lution was not to be discour- 
aged 

When Saddam’s troops were 
eventually thrown back across 
the border and Iraq became 
locked in a six-year defensive 
battle, the pro-Baghdad tilt In 
the west became more obvious. 

ini Hally , at least, there was 
no confusion about the type of 
regime run by the Iraqi leader, 
or about the solely pragmatic 
need to keep Iraq out of Teh- 
ran's clutches. If. after the 1988 
ceasefire, commercial greed got 
in the way of political perspec- 
tive it was brought to a sudden 
halt by Saddam’s decision to 
invade Kuwait. 

The invasions of 1980 and 
1990 rested on the mistaken 
assumption by Saddam Hus- 
sein that his forces were supe- 
rior to anything likely to be 
sent against them. Neither 
adventure would have been 
attempted before the Ir anian 
revolution when the late Shah 
Mohammed Reza Pallia vi's 
armed Forces enabled Tehran 
to impose conditions on Bagh- 
dad - such as the 1975 Algiers 
agreement covering the Shatt 
al-Arab waterway. 

The sudden flurry of alarm- 
ist warnings about the militar y 
ambitions of Iran indicate that 

for some people the pendulum 
may now have swung back too 
far In the direction of Tehran. 
Since being ejected from 
Kuwait in February 1991, Iraq 
has not posed a serious mili- 
tary threat to its neighbours. 

The recent response by the 
western alliance to Iraq’s chal- 
lenges to the air exclusion 
zones underlines how greatly 
reduced Baghdad's military 
capacity has become. It can 
defy UN Security Council reso- 
lutions and threaten its own 


people, but the quantity and 
sophistication of allied equip- 
ment in Saudi Arabia, the Gulf 
and Kuwait offers considerable 
reassurance to Iraq's smaller 
neighbours. 

Iran may once more be mili- 
tarily stronger than Iraq, but 
both are considerably weaker 
than they have been. Tehran 
points out that it has never 
attacked anyone but has sev- 
eral times been the victim of 
aggression. It insists that it has 
no territorial ambitions, no 
intention to acquire nuclear 
weapons technology, and has a 
very limited arms-buying bud- 
get. especially when compared 
with that of Saudi Arabia and 
Kuwait. Officials say that 
rebuilding the economy has a 


The picture painted by 
some intelligence 
agencies of a more 
belligerent Iran, bent on 
military expansion, is 
difficult to square with 
the political mood 


higher priority than developing 
the aimed forces. 

Some of its recent purchases 
have nonetheless caused public 
concern in the west, most par- 
ticularly the arrival in Iran 
late last year of its first Rus- 
sian-built Kilo-class submarine. 

Privately, military analysts 
are far less worried and dis- 
miss suggestions that one or 
more submarines will have 
much impact on the military 
balance in the region. u ln 
effect it will be easy to track, 
probably poorly operated, and 
can be dealt with swiftly if 
ever there was a need", said a 
former naval officer with long 
experience of the region. 

Iran has also taken advan- 
tage of Russia’s need for hard 
currency by acquiring a num- 
ber of Mig-29 aircraft and T-72 
tanks. China ha s sold Scud 
missiles to Iran, together with 
F-7 jets which are modernised 
versions of the ageing Mig-21. 
But as Mr Akbar Torkan, min- 
ister of defence, makes dear, 
Iran's overwhelming need is 
spare parts for equipment 
bought From the US before 
1979. Even given modest suc- 


cess in buying spares, Iran’s 
military capacity will remain 
substantially below the levels 
attained 15 years ago. 

Tehran also has to face a 
growing technological gap, not 
just in weaponry but in com- 
mand and communications 
equipment. It was this defi- 
dency which contributed to its 
Inability to score a decisive 
breakthrough on the southern 
front during the war with Iraq. 

Another weakness, probably 
still not rectified, is the com- 
mand structure of the armed 
forces and the extent to which 
the regular army and the Revo- 
lutionary Guards Corps is 
capable of working harmoni- 
ously together. The regular 
army is unlikely ever to enjoy 
the same level of confidence 
among the country's senior 
clergy as that bestowed on the 
Revolutionary Guards Corps 
which is said still to be allowed 
the pick of new weapons. 

The picture painted by some 
intelligence agencies of a more 
belligerent Iran, bent on mili- 
tary expansion, is also difficult 
to square with the political 
mood in the country. 

The shocking casualty list 
caused by nine years of revolu- 
tion and war has contributed 
to a weariness with conflict 
which will not easily be over- 
come. There is no doubt that 
the regime will fight vigor- 
ously to protect the revolution 
If challenged, but there Is little 
evidence to suggest that there 
would be much popular back- 
ing for foreign conflicts. On the 
contrary, the regime is con- 
stantly demonstrating that it 
believes supplying the domes- 
tic market with consumer 
goods makes better political 
sense than re-arming on a 
large scale. 

The US and its allies wish to 
avoid repeating the mistakes 
they made in assessing the 
intentions of President Saddam 
Hussein. But, by being so nois- 
ily suspicious of Iran, there Is a 
danger of focusing excessively 
on the military threat when it 
is the battle of ideas which 
could more seriously damage 
western interests throughout 
the Middle East 

Roger Matthews 
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O n the organisation of the armed 
forces: 

The spiritual leader oversees all 
the armed forces Including the army, 
the Revolutionary Guards Corps and 
the police. The army and the revolu- 
tionary guards each control their own 
forces. 

The army has the responsibility for 
maintaining Iran’s territorial integrity. 
The revolutionary guards corps has 
both a cultural and a military mission. 
Its main role is to safeguard the 
achievements of the Islamic revolution 
hut it will, of course, assist the army if 
required. The revolutionary guards 
oversee the bases], the volunteer force. 
The purpose of the baseei is to provide 
military training and organisation for 
all civilians so if there Is a need to take 
up arms they will be ready to do so. 
Strengths of the armed forces: 

The number serving in the army now is 
200,000. That does not take into 
account those who have been drafted 
into the army. 

The numbers of the revolutionary 
guards depends on how many are par- 
ticipating through the baseej. Our late 
Imam Khomeini said we had to provide 
military training for everybody. Every 
Moslem should be ready to defend his 
country. Because of this we can main- 
tain a relatively low number of experts 
in the army. These are men who can 
operate state-of-the-art, very sophisti- 
cated equipment. But when it is time to 
defend the revolution each and every 
person would take up arms. It is a 
religions duty which falls upon every- 
one. 

On reducing the size of the army: 

To maintain a great army in terms of 
□umbers you must have a very prosper- 
ous economy. We are in the middle of 
reconstructing oar country. So we have 
to find a way of remaining strong 
while limiting spending. The solution 
to that is the baseej. As a result, the 
number of people with full-time army 
careers can be cut, but we will retain 
personnel with high technical ability. 
The future for conscription: 

It has to undergo certain changes. We 
began the process three years ago. 
111086 people who will be drafted this 
year were born in 1971. In that year, 
L3m people were bom in Iran. From 
that number there are 600,000 young 
men available to be drafted. If we were 
to take this number of people into the 
army it would mean that over two 
years we would have to cope with 1.2m 
men. The capacity of our bases and 
garrisons is not sufficient Neither do 
we have the money to feed those peo- 
ple. Therefore a large number are set 
aside for other services. 

For example, we have a service called 
Gl-teacher, there is another linked to 
health care and a third involved with 
literacy. Soldiers who have a diploma 
of education would be set aside for 
teaching. Others go to help with the 
reconstruction work in villages. 

All have to undergo 45 days of mili- 
tary schooling before being sent off. 
Military expenditure: 



A parade to mark Dm anniversary ol Iraq’s Invasion of Iran: The army has the responsibility tor maintaining ban's territorial Integrity 

■ INTERVIEW 


Maintaining Iran’s integrity 

Mr Akbar Torkan, minister of defence, talks to Roger Matthews and discusses 
the role of the armed forces, conscription and weapons procurement 



Akbar Torkan: No-one Is threatening us. 
Our priority Is to rebuild the country 


I would very much like the $2bn a year 
talked about in the west But 1'do not 
get that This year we have 5750m In 
actual dollars and rather less than the 
equivalent of $Ura in rials. We would 
like to receive more. 

The build-up of arms in the region: 

In the past three or four years, most 
conflicts in the world have come to an 


end. The great wars have concluded, 
such as in Cambodia and between Iran 
and Iraq. But countries which produce 
armaments need a market for them. 
Some of the countries around the Per- 
sian Gulf are very rich. So the arms 
producers have to think of ways to get 
those petrodollars. Accordingly, they 
produce some phantom threat to try to 
scare those conn tries. They force them 
to sign very big arms deals. This does 
not make us feel threatened. 

Around ns we do not see any country 
which would be a threat We have the 
best of relations with Pakistan. 
Afghanistan is a poor country which 
for the next 20 years will have to spend 
whatever money it has on reconstruc- 
tion. We have very good relations with 
Turkey and equally the Turks do not 
feel we are a threat to them. Iraq is a 
country which is trying to avoid being 
dismembered. The countries to the 
south of us are very small and weak 
and need us to help defend them. So 
no-one is threatening us. Our priority 
is to rebuild the country. 

US forces in the Gulf: 

The Americans would not attack us 
militarily. People living in glass houses 
do not throw stones. The US does not 
have any reason to attack ns. They 
come to the region to get as much Arab 
money as they can. And even if the 
Americans did want to attack us they 


would not do so in a classic military 
movement Can our air force, for exam- 
ple. take on the Americans, or our 
nary take on the American navy? If we 
pnt all of our country’s budget into 
such a war we would have Just burned 
our money. The way to go about deal- 
ing with such a threat requires a differ- 
ent solution entirely. 

Iraq, the no-fly zones and US intentions: 
Even if Iraq is cut into three parts it 
does not necessarily threaten our inter- 
ests. Of course, we are very much 
against the disintegration of Iraq. But I 
do not subscribe to the view that the 
Americans are looking for trouble and 
want to attack us. Right now the 
Americans have many problems 
throughout the world and have to deal 
with them first. 

With Mr Clinton taking power I 
think that America will scale back its 
adventurism abroad and will start 
work on Us own country. Clinton, for 
instance, has announced that he is 
reducing the number of navy fleets 
from 12 to 10. And the number of US 
troops with the Nato forces will be 
reduced to 75,000. 

The US budget for military purposes 
is $250bn. Its economy at the moment 
cannot sustain such a budget. The 
Americans have to deal with these 
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IRAN 5 


BANKING 


Competition encouraged 


SINCE he became President, 
Mr Hashcmi Rafsanjani's deci- 
sion to promote a more open 
economic system and to 
encourage greater private sec- 
tor participation in the econ- 
omy has been extended to the 
banking system. 

Iran's banks were national- 
ised after the 1979 revolution 
when restructuring took place 
with a number of bank merg- 
ers. Bank Meliat (the Nation's 
Bank), for example, was the 
result of a merger of 10 banks. 
However, it took many years 
before a system or Islamic 
banking was implemented. 

The 1983 Usury-Free Banking 
Act allowed for two types of 
deposit: interest-free savings 
and current accounts and 
short- and long-term invest- 
ment accounts. It took another 
three years before the system 
was In operation. The result, 
according to one Iranian 
banker is that Iran’s domestic 
banks have become “glorified 
post offices." 

The aim of the legislation 
was for customers to use the 
banks to make transactions 
rather than money. However, 
the Act also allowed banks to 
give prizes and bonuses on the 
interest-free accounts and to 
pay profits on the investment 
accounts. The banks pay inter- 
est out of their profits and 
charge a fee for loans. 

The rate paid is determined 
by the Supreme Council of 
Banks, a body whose members 
include Mr Mohsen Nur- 
bakhsh, the minister for eco- 
nomics and finance. Mr 
Mohammad Adeli. the gover- 


IRAN’S TOP FIVE BANKS ($m) 


Tier One 
capital 

CapBai/assets ■ 
ratio (%) 

Pre-tax 

profits 

Assets 

1 Bank Saderat Iran 

1,511 

2.46 

n/a 

61,028 

2 Bank □( Industry and Mina 

1.232 

11.77 

n/a 

10,463 

a Sank Melli Iran 

538 

0.43 

28 

125,790 

4 Bank Meliat 

473 

1.19 

73 

39,722 

5 Bank Tejarat 

469 

1.47 

19 

31,844 

- 


Source: Tno 

lanMr. Juty 1KB 


nor of the central bank, and 
managing directors of the 
banks. 

Iran’s overseas banking 
operations have not been 
included in the Islamic system 
and they have continued to 
operate interest-paying bank- 
ing. The banking system is 
dominated by the role of the 
Bank Markazi which allocates 
foreign exchange to the domes- 

Last year the interest 
offered on deposits was 
raised again 


tic banks. The liberalisation 
measures involve loosening 
Bank Markazi’s control over 
the domestic banks and 
encouraging competition 
between them. Before the 
reforms, Bank Markazi set 
annual limits on lending based 
on the previous year’s figure 
plus 10 per cent 

The domestic banks can now 
attract deposits and are obliged 
only to lodge a proportion of 
these with Rank Markazi. 

In order to attract more 


deposits, the rate offered on 
private sector deposits was 
increased in 1990 for the first- 
time since the 1983 Usury-Free 
Act The banks' fees on loans 
were also increased from a 
range of 4-12 per cent to 6-19 
per cent 

Last year the interest offered 
on deposits was again raised, 
this time by one percentage 
point The rates were set at 14 
per cent interest on five-year 
deposits in the year ended 
March 1992, 10 per cent on one- 
year deposits and 6.5 per cent 
on three-month deposits. 

Private deposits with the 
commercial and specialised 
banks rose from IR8.080bn in 
1986-87 to IRl8£50bn in 1990-91, 
the first year of the reforms. 

Of this amount term invest 
ment deposits increased their 
proportion slightly from 60.8 
per cent to 62.5 per cent 
- The Supreme Council of 
Banks, which usually sets the 
same rate of return for all 
hanks, will DOW allow hanks to 
set different rates in order to 
promote competition. The 
banks face competition not 
only between themselves but 


also with the bazaar where 
money-lenders charga interest 
at rates anywhere between 30 
and 50 per cent 

Rank MfUfkaZI has nallwt 
for the operation of private 
non-banking finanriai institu- 
tions. which the domestic 
banks are keen to establish, in 
order to take advantage of a 
relatively buoyant stock mar- 
ket. Banks, including Bank 
Melli. Iran’s largest domestic 
bank, have set up joint stock 
investment companies to trade 
on the stock exchange. There 
is no suggestion at this stage, 
however, that the banks taken 
under state control after the 
revolution would be denation- 
alised. 

One reform has caused much 
controversy outside Iran. Bank 
Markazi's decision in 1991 to 
draw back from providing 
guarantees for credits from 
abroad and to hand over the 
job to the state commercial 
banks is thought to be the 
main reason for the prolonged 
delay in Iran’s ability to meet 
its payments for maturing 
letters of credit 

Difficulties first arose last 
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Mohammad AdeU: Blamed bad 
management lor payment delays 

summer and despite expecta- 
tions that this was to be a 
short-lived development, 
delays continue. 

According to one Iranian 
banker, the main reason for 
the delays is that previously 
foreign exchange requirements 
for letters of credit were allo- 
cated and cleared before the 
letter of credit was opened. 
This is no longer the case. 

The amount of foreign 
exchange income which the 
country would be earning was 
also over-estimated, leading to 
a shortfall of resources. 

However, Mr AdeU has been 
keen to stress that the delays 
are the result of bad manage- 
ment due to lack of expertise 
on the part of the commercial 
banks rather than a shortage 
of foreign exchange. 

Estimates of the amount of 
Iran’s outstanding debt vary 
widely. The Basel-based Bank 
for International Settlements 
found that Iran's liabilities to 
commercial banks abroad 
reached a record high of 8&3bn 
in the second quarter of 1992 
with assets dropping to $5-8bn. 

BIS figures show that Iran 
increased its liabilities by $4bn 
from September 1991 to June 
1992 and the bank estimated 
total external indebtedness at 
about $15.5bn in June 1992. 

That figure is thought to 
have increased since then and 
current estimates are in the 
order of at least S20bn. 

Last autumn, western credit 
agencies ignored Bank Marka- 
zi’s argument that because the 
banks are all stat&owned, their 
guarantee is as good as one 
from Bank Markazi itself. They 
have called upon Iran's Minis- 
try of Economy and Finance to 
guarantee payment for projects 


Iran’s banking system 
maintains many of its 
positive features 


worth more than 850m. 

Other problems include a 
lack of trained managers and a 
weak management structure. 
Capital inadequacy and defi- 
cient technological resources 
also need to be tackled. 

Mr AdeU has said that local 
banks need to be brought to 
international capital adequacy 
standards which he indicated 
should be achieved by the end 
of 1993. Bank Melli, for exam- 
ple, the country’s largest bank 
after Bank Markazi, is ranked 
within the top 100 banks in the 
world because of the size of its 
assets - $i25.8bn at the end of 
March 1991, according to The 
Banker - but is ranked by The 
Banker 383 in the world due to 
its capital assets ratio of 0.43 
per cent 

Despite the drawbacks, 
Iran's banking system main- 
tains many of its positive fea- 
tures. It is long-established and 
well-developed compared to 
many countries in the Middle 
East - a system with a wide 
branch network throughout 
the world reflecting the impor- 
tance of trade to the country. 
Despite all the economic prob- 
lems and political turmoil, the 
banking system has proved 
itself resilient and resourceftiL 

Scheherazade Daneshkhu 


TRADE 


Key to the future 


TRADE is vital to Iran's 
reconstruction. The eight-year 
war with Iraq eroded the coun- 
try's productive capacities and, 
since the end of the war, the 
government has increased 
imports of raw materials for 

factories as well as consump- 
tion goods. 

Imports rose steadily from a 

low of 89.5bn In 1988 to more 
than *26bn in 1991-92. 

The composition of Iran’s 
main trading partners shifted 
as a result of the revolution 
but not as much as the rheto- 
ric from Tehran, with its 
emphasis on relations with 
Third World countries, might 
suggest. 

Before the revolution, 85 per 
cent of Iran’s trade was with 
Organisation for Economic 
Cooperation and Development 
(OECD) countries. That propor- 
tion is now down to a still size- 
able 75 per cent Germany and 
Japan head the list. 

Trade with other countries, 
such as the United Arab Emir- 
ates, has become more impor- 
tant to Iran. Dubai's free port 
and its proximity to Iran have 
made it a busy re-export point 
for goods destined for Iran. 
Imports from the UAE, particu- 
larly of luxuries and consumer 
goods, have increased substan- 
tially since the end of the Iran- 
Iraq war in 1988. They grew 
from $276m to 8949m in the 
space of a year and now 
account for more than $Ibn in 
Iranian imports. 

The increase in trade has 
been helped by a relaxation of 
Iran’s import and export rules 
and higher foreign exchange 
earnings as a result of 
increased oil prices particu- 
larly since the 1991 US-led war 
a gainst Iraq. 

The bulk of exports and 
imports are still controlled by 
the government, through its 
approval of price and supplier. 
Public sector imports still 
account for the majority of 
imports which are usually car- 
ried out by international ten- 
der under the control of gov- 
ernment agencies. 

Imports by the private sector 
are stUl restricted although 
machinery, raw materials and 
spare parts among others, can 
be imported with government- 
allocated foreign exchange. 

At the end of last year, the 
government lifted the require- 
ment for a government alloca- 
tion of foreign currency for a 
variety of goods, including 
electrical and electronic equip- 
ment, construction materials, 
metals tools and food and tex- 
tiles. Payment can be made 
from an overseas bank account 
or with currency bought at the 
free market rate. 

In an attempt to encourage 
non-oil exports, the govern- 
ment has limited restrictions 
on the foreign exchange gener- 
ated by the private sector 
through exports of handicrafts, 
agricultural and some manu- 
factured goods. 

The Procurement and Distri- 
bution Centres, which used to 
control some of the most 
important industries, have 
been dissolved in an attempt to 
allow market forces to take 
over. In addition, Iran has been 
keen to encourage foreign 
investment through the estab- 
lishment of free trade zones in 
the Persian Gulf. The largest, 
on Qeshrn island, near the 
Straits of Hormuz, is intended 
to attract energy-intensive 
industries because of the 
access to Qeshm's natural gas 
reserves. 

The government says that 
there has been $10bn of foreign 
investment commitments but 
pledges have been greater than 
actual disbursements. 

The policy of countertrade 
has been largely abandoned. 


partly because of stiff opposi- 
tion by the National Iranian 
Oil Company, although the 
government still seeks buy- 
back deals. 

Until last year, the difficul- 
ties of trading with Iran were 

Outweighed by the attractions 

of its immaculate payments 
record. However, for the first 
time since the revolution, there 
have been prolonged delays on 
payment of Iranian letters of 
credit and Iran’s main trading 
partners are watching the situ- 
ation with growing unease. 

Their export credit agencies 
have been bolding a series of 
formal and informal meetings 

The government, which 
kept a tight rein on 
consumption during the 
war against Iraq, has 
been overspending 

with each other in an attempt 
to judge the severity of the 
problem. 

The two main factors behind 
the delays are thought to be 
the relaxation of Bank Markazi 
controls on the domestic com- 
mercial banks which resulted 
in unsupervised Issues of 
letters of credit at the free mar- 
ket exchange rate. Rank Mar- 
kazi has argued that the prob- 
lems are only to be expected 
until the new system can oper- 
ate smoothly. 

For Iran’s creditors, how- 
ever, there is the greater anxi- 
ety that Tehran has over- 
reached itself. The 
government, which kept a 
tight rein on consumption with 
great success during the war 
against Iraq, has been over- 
spending. 

Oil revenues in the first 
three quarters of 1992 are opti- 
mistically estimated at $16.7bn 
with non-nil exports making up 
another $l.9bn- The. total for- 
eign exchange income for the 
year may not exceed $20bn, 
while imports are expected to 
exceed S2lbn. This represents a 
cutback from the $26bn 
imported the year before when 
foreign exchange income was 
only $20bn. Unfortunately, oil 
prices have been dropping due 


to Opec oversupply, making it 
unlikely that Iran will find it 
easy to generate enough 
income to cover its payments 
debts quickly. 

President Rafsaqjaoi, who 
presented the budget for 
1993-94 in December, set total 
foreign exchange income for 
the year at $23.4bn but the Maj- 
lis, which has to approve the 
budget, has reduced this to a 
more realistic 819-Sbn, of which 
S17bn is expected to be in oil 
exports. It is estimated Iran 
will take one year to catch up 
with its short-term debt. 

Hopes are that the govern- 
ment will either agree to refin- 
ance its debt, a move which 
would be politically difficult, or 
will curb its imports. Iran's 
main trading partners have 
reported a slowdown in the 
growth of exports during 1992 
compared with 1991 but only 
France recorded a real fall. 

During the first three quar- 
ters of 1992. Germany, which is 
most exposed to the payment 
delays, reported exports of 
more than S-lbn, compared 
with a total exports of $4bn for 
the whole of 1991. 

Japanese and Italian exports 
slowed to a 20 per cent 
increase compared with the 
year before. Japan exported 
just over $2bn in January-Sep- 
tember while Italy reported 
exports of $l-4bn in the first six 
months of last year. 

UK exports also increased by 
20 per cent to $840ra during the 
first three quarters of the year. 
French exports, however, 
dropped by nearly 30 per cent 
during the same period to just 
under S600m, partly because of 
increased tension in relations 
between the two countries. 

Few h anks are now willing 
to take Iranian risk and bil- 
lions of dollars' worth of proj- 
ect finance is now in limbo 
until the delays are sorted out 
Iran’s previously good pay- 
ments record may yet reassure 
its trading partners and there 
have, as yet, been no claims on 
the export credit agencies. 
However. Iran’s ability to man- 
age its mounting debt will be 
watched carefully. 

Scheherazade Daneshkhu 



FELTBR00K 

LONDON • GENEVA • TEHERAN 


Over a decade of experience and 
success in trading with IRAN, making 
progress in partnership with our 
customers. 

Our understanding and committment 
to the Iranian Market has enabled us 
to build a reputation for the supply 
of precision engineered products; 
meeting the exacting requirements 
of Vehicle, Engine and Compressor 
manufacturers in Iran. 

We are competitive in price, quality, 
and delivery. 

Feltbrook and its Unicorn Symbol 
stand for Assured Excellence. 

FELTBROOK LIMITED 

2 BROWNING STREET LONDON SE17 1LN 
TEL: +71 703 6627 
FAX: +71 703 0577 
TELEX: 894205 FELTBK G 



I.D.R.O.TRADING CO 

(industrial Development and Renovation Organization} 


We have the expertise in 
Foreign Trade Imports & Exports 

IDRO Trading Co. has direct access to over 100 
companiaa in Iran in manufacturing all types of 
industrial products such as: 
e Foundry, Casting and Forging Products 

• Metal Products (Copper, Aluminium A Steel) 

• Project Purchasing and Implementation 
e Automotives A Spares 
e Machinery & Equipments 

No. 18, Comer of Damghan St 
Gharani Ave. 

Tehran , Iran. 

P.O.Box: 14155 - 5798 
Tel : (9821) 817 2838 
817 2808 
Fax : (9821) 882 2011 
880 5670 
Tlx : 212056 IDTC IR 











VI 


FINANCIAL. TIMES MONDAY I-EBRUAK'* S 1 


IRAN 6 


AGRICULTURE 


Objectives prove elusive 


IRAN was self-sufficient in 
rood in the 1950s but a number 
of factors, including the late 
Shah Mohammed Reza Pahla- 
vt's land reform programme, 
meant that by the time of the 
revolution in 1979, Iran was a 
net importer of food. 

The Islamic government 
aimed to make Iran self-suffi- 
cient by 1992 and to halt rural 
to urban migration but it has 
fallen far short of these objec- 
tives. 

There have been some suc- 
cesses but poor planning and 
changes of policy towards own- 
ership of land, have impeded 
the efficient use of available 
resources. Only in the most 
recent (1989/90-1993/94) five- 
year plan has agriculture been 
given priority over industry. 

Iran's cultivated areas have 
expanded minimally since the 
revolution. In 1978, the area of 
land cultivation was 17.8m 


hectares and the figure only 
increased fractionally to 18.5m 
ha in 1987. 

An Agriculture Ministry offi- 
cial, while reporting that Ker- 
man province topped those 
producing non-oil exports with 
its exports of pistachios, dates 
and citrus fruits last year, 
bemoaned the fact that 400,000 
hectares of fertile land had 
become desert and 55 per cent 
of the 120,000m cu m of water 
reserves was wasted due to 
negligence. 

Iran imports between 30 and 
50 per cent of its food require- 
ments. The government 
expects food imports to double 
by the year 2006 if the birth 
rate continues its present rate 
of growth. Pood imports cost 
the country about $3bn a year. 

The government has not 
been able to stem the tide of 
migrants into the cities. Out of 
a total population of 58m, 43 
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and Conferences provide an appropriate venue lor a thorough dscusskm 
and understanding of critical issues in the Middle East and the Islamic World. 

For further Information regarding CALS, activities please contact: 
CENTRE FOR ARAB & IRANIAN STUDIES - 5 STREATHAM STREET, LONDON 
WC1 A 1JBTEL: (071) 637-0639; FAX (071 ) 637-8640 


ALI SANEI ARCHITECTS 

CHARTERED ARCHITECTS, 
SURVEYORS AND 
TOWN PLANNERS 
UK. BASED PRACTICE WITH OFFICES IN IRAN 

We also manage import and export contracts 
related to the Construction Industry 

14A St Lukes Road, London Wil 1DP 
Tel: 071 792 3386 Fax: 071 221 8492 


Iran's Premier Construction Company GOLWALL Int Ltd with 
IMPERIAL SERVICES of Britain welcome you to IRAN. 

Proven intenta lion il uack record, mdudrng KIdYIIIF.II project. Inn's Utica and most 
ptonigkus tower blocks. 


’ Heavy Cmsduction 
■ Mergers 
' Cnunaing 
1 Planning permission 


" Marie eting and feasibility report, 

* Import/Export capeni 

* Multi lingual ila(T 

* All visa, accommodation arrangement); 


U.K.TF.L: 222 668086, 71 8338647, 0850 214380 FAX: 81965 4397 
IRAN TEL: 21 8828137, 21 29704S FAX: 21 4277953 TLX: 212510 
TOGETHER WE ARE YOUR BRIDGE TO SUCCESS IN IRAN 


PM TRAVEL - THE IRANIAN TRAVEL EXPERTS 
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iwit vfuofin 

CONTACT THE UK. SPECIALIST FOR YOUR NEXT 
BUSINESS TRIP TO THIS IMPORTANT MARKET. 

• EXPERT ADVICE WITH FIRST HAND LOCAL KNOWLEDGE 

• HOTEL RESERVATIONS - ALL MAJOR TEHRAN HOTELS KNOWN 
PERSONALLY AND REGULARLY VISITED BY OUR STAFF. 

a 1ATA TICKETS ON ALL AIRLINES AND ROUTINGS. 

• LODGE AND COLLECT SERVICE FOR IRANIAN VISAS. 

• FIRST CLASS BUSINESS SERVICES LN ASSOCIATION WITH OUR 
COLLEAGUES AT IRAN LINK WHO OPERATE A BUSINESS SERVICE 
CENTRE IN TEHRAN 

■ TRADE PAIR, MISSION AND BUSINESS TRAVEL A SPECIALITY. 

• AIRPORT TRANSFERS, ASSISTANCE WITH ONWARD FLIGHT AND 
HOTEL RESERVATIONS FROM THE IRAN UNK OFFICES IN TEHRAN. 

NO OTHER UK TRAVEL AGENT HAS 
OUR EXPERIENCE OF ORGANISING 
BUSINESS TRAVEL TO IRAN 

PM TRAVEL LTD 

26 high street, otford. nr sevenoaks, kenttnm spo 
TEL- 0959-525 111 FAX: 0959-524922 TLX.-95732B 


per cent live in the country- 
side. Migration to the cities has 
accelerated consistently .Last 
month, the government said 
th ?t if the trend continued, the 
countryside would lose its pro- 
ductive strength. 

The number of people 
employed in agricultural activ- 
ities gradually dropped from 38 
per cent to 29 per cent of the 
rural population in the 30 
years to 1986, while rural 
unemployment continues to 
grow at a faster rate than in 
the cities. 

The Jifiad-e-Sazondeghi (Con- 
struction Crusade), set up after 
the revolution to send young 
men into the countryside to 
build roads and spread educa- 
tion. said in its annual report 
published last year: “The 
migration of villagers to urban 
areas is to a large extent due to 
lack of even the basic essen- 
tials necessary for their liveli- 
hood. such as educational, 
medical and recreational facili- 
ties." 

Last year, Mr Issa Kalantari, 
agriculture minister, outlined 
some of the challenges facing 
the agricultural sector. “Lack 
of agricultural specialists was 
one of the main problems as 
was a shortage of resources. As 


the national five-year develop- 
ment plan was being compiled 
we did not think of the bureau- 
cracy of provisioning, that is, 
we did not meet its complexi- 
ties." he said- 

The plan called for farm- 
lands to be consolidated at the 
rate of 150,000ha in 1989 and 
1990, and 200.000 ha in 1991. But 
because machinery was not 
delivered, the consolidation in 
the first year was nil, in the 
second year it was 79,000ba 
and in the third year 100.000 
hectares, said Mr Kalantari. He 
said that farmers bad only 
been provided with 14,000 of 
the 105,000 tractors assumed in 
the plan while only 12,000 of 
the projected 81,000 tillers had 
been provided. 

Shortfalls in funding have 
also been a problem. 

The government has focused 
on the intensification of agri- 
culture by trying to improve 
yields. Some 60 per cent of the 
area under cultivation for 
important farming crops is 
allocated to wheat. Fanners 
are encouraged by government 
buying at fixed prices. In 1990, 
the government increased the 
support price of wheat and pro- 
vided agricultural equipment 
at the official exchange rate of 



Rise Held* In Mazandaran province : han't cultivated areas have expanded minimally since the revolution 


SI to 1R70 rather than the float- 
ing exchange rate of about 
IR 1,400. It also granted banking 
facilities at the preferential 
rate. Other measures include a 
new law on direct taxation, 
brought in a year ago, under 
which all revenues from agri- 
culture were made exempt 
from tax for an unspecified 
period. 

Wheat production has risen 
substantially to 10.4m tonnes 
this year, up from 8.75m tonnes 
in 1950-91 and 5.8m tonnes in 
1989. The government hopes to 
be self-sufficient in wheat by 
March 1994. 

However, lack of storage is a 
problem and projects are under 
way for the construction of 
more silos. 

In the year to March 1993, 
there were rises, too, in pro- 
duction of barley, sugar-beet 


■ POPULATION GROWTH 

Crisis looms 


FIFTEEN years ago. under the 
rule of the late Shah 
Mohammed Reza Pallia vi, Iran 
was hard put to meet the 
needs of its 29m population. 
Now, after revolution, eight 
years of destructive war, a fall 
in the oil price and an explo- 
sion In the birth rate, it faces a 
far worse population crisis. 

Even before the revolution, 
many Iranians saw having 
many children as a sign of 
God’s blessing. With the acces- 
sion to power of Ayatollah 
Khomeini, producing more 
Moslems became a political as 
well as religious duty. Every 
Iranian born was an arrow 
through the heart of the Great 
Satan (the US), he told his 
flock. The nation took up his 
call with an enthusiasm that 
resulted in today's population 
of 60m. 

The war with Iraq, with its 
human-wave tactics and devas- 
tating casualties, added extra 
impetus to the task of giving 
birth to more Moslems. 

Fifteen years later, the 
Health Ministry admits that 
some 37 per cent of Iranian 
children under seven are mal- 
nourished. Homelessness, 
unemployment, illiteracy and 


poverty have increased. 

Mr Mohammed Hashemi, 
head of the Iranian Broadcast- 
ing Service, Is often taken to 
task for not doing enough to 
spread the family planning 
message. He says: “Yon say 
put on programmes about 
birth control but when I do 
our phone lines are jammed 
with fathers saying ’My 14 
year-old danghter is listening, 
take this programme off.'" 

According to Mr Mohammed 
Reza Malakzadeh, health min- 
ister, the birth Tate now 
stands at 33 per thousand of 
population with 45-5 per cent 
of Iranians aged under 14. 
“The proportion of employed 
to unemployed people is 1:1 in 
Iran, compared with 2:32 in 
Japan,” Mr Malekzadeh says. 

“In the last ten years the 
gulf between the resources the 
country needs and what is 
available has grown alarm- 
ingly. We have not had time to 
catch up with the hospitals 
and beds needed, because of 
the growth of the population," 
he explained. To cope with the 
present population, Iran 
needed 40,000 new classrooms, 

500.000 residential units, 

600.000 new jobs and S5bn 



TECHPRO 

MINING & METALLURGY 


Consulting and Engineering 
from Mine to Metal 

Tcchpro Muiing & Metallurgy is proud to have been 
appointed general consultants to the National Iranian 
Copper Industries Corporation (NIC1CO). 

Tcchpro is currently bringing consulting and 
engineering expertise to clients in 
1 5 countries around the world, 

From advising on copper production at the 
Sar Cheshmeh complex in Iran, 
to maximising output in African mines. 

From auditing operations at El Teniente in Chile, 
the biggest underground copper mine in the world, 
to helping the emerging countries of Eastern Europe 
. maximise smelter efficiency. '• 

For further information, please call John Raisbeck or 
- Mike Strachan, Tcchpro Mining and Metallurgy, 
International Mouse, Dover Place, Ashford, Kent UK 
TeL (0233) 633355. Fax: (0233) 633535 

A member uf Ztd I luUinjp Group 


smimp 

Persian translation and publicity services 
from all European languages. 
Internationally renowned services include; providing 
interpreters for meetings and conferences, translating 
and typesetting tender and export documents, publishing 
exhibition and marketing catalogues, voice over for 
promotional videos, advertising in Iranian press, and 
communications with your client via our Tehran office. 
Satrap Translation, 271 King Street, London W6 9LZ 
Tel; 081- 748 9397 Fax; 081- 748 9394 


invested in the agricultural 
sector. 

Mr Mohammad Alt Najafl. 
education minister, faces simi- 
lar problems. “Uncontrolled 
student population growth is 
one of the dire consequences of 
the rise in population. To keep 
up with the population g r owth 
we need 10.000 university-edu- 
cated teachers each year. At 
present we can only answer 60 
per cent of educational needs," 
he said. 

For Mr Massond Rogbani- 
Zanjani. vice-president and 
head of the Plan and Budget 
Organisation, the answer is to 
remove all the incentives pre- 
viously introduced to encour- 
age reproduction. Two years 
ago, the government actively 
encouraged large families, giv- 
ing them extra ration coupons, 
help with housing, and subsi- 
dies for childrens’ clothing. 
Most Incentives have now 
gone, but Mr Roghanl-Zanjani 
wants to see the last ones 
removed and penalties 
imposed. 

Although the population 
growth rate has eased slightly 
- 3^ per cent in 1988-89 to 2.7 
per cent this year - more 
women are now reaching 
reproductive age and they are 
the ones the government is 
most anxious to reach with its 
family planning message. 

Mr Malekzaden says that 
population control is top of his 
agenda. Measures introduced 
include free contraception and 
free sterilisation at 400 hospi- 
tals nationwide. His ministry 
claims that 200,000 people 
were sterilised in 1991. 

But at the end of the day, it 
was the policies of the clerics 
which aggravated the problem 
and It is they who most solve 
it 

Foremost in the war on pop- 
ulation growth is Ayatollah 
Makarem Shirazi, a senior 
theologian at the Qom semi- 
nary. He admits that the 
Koran encourages large fami- 
lies. Bnt he argues that an 
important factor In Islam is 
the instruction to “take 
account of time and location”. 

He argues that no religious 
“law-maker" would argue that 
"it is better to have lOObn une- 
ducated, poor and unhealthy 
people, than to have 60m liv- 
ing in good conditions.” 

Today’s message, according 
to the Ayatollah, is that “the 
man who stood proud and said 
I have seven children most 
learn that he most apologise 
instead." 

Parichehre Mosteshar 


DOING BUSINESS IN TRAN? 

Are you seeking introductions to this growth area? 
We are an established organisation in 
Tehran with a solid client base. 

For further information 
contact our UK offices by fax. 

081 746 3300 or 0625 820822 


CLAIM YOUR 3 FREE 
ISSUES INJOWI! 


Mow Awodaw' Iran Foots b a 
monthly newsletter JeJicawJ to 
providing a comprehensive high- 
quality review and ongljnu of the 
political, economic and business 
situation in Iran. 

Out experienced consultants in 
London and Tehran also underrate 
exdiuivc in -depth research and 
analysis for commercial diems 
Joing business In Iran. 

In addition Mena* toodao is 
retained by a number of oil and 
other mulb-nabwial companies to 
provide political and economic 
consultancy briefings on over 45 
countries in the Middle East. Africa, 
Asia, fjtin America and E Europe. 

To obtain your 3 free issues of 
Mono* As sociates ' Iras Focas and 
further information about our 
consultancy services contact or send 
your business card to: 

Charles GurdoB, 

Maun Associates, 

PO Box 513, London E17 6PP 
Teh 44- (0)8 1 520 8067 
Fax 44^0)81 520 1688 


and pulses but declines Ln 
maize and cotton. 

The guaranteed prices to 
formers combined with food 
subsidies have proved an 
expensive burden on the 
state's resources. Last year. 
President Ali Akbar Hashemi 
Rafsanjani said: “We are pay- 
ing a heavy price for subsidies. 
Our people receive bread prac- 
tically free of charge. We buy 
wheat at IR1S0 a kilo, convert 
it into flour and pass it on to 


the people at QUO a kilo.” 

The other notable agricul- 
tural success has been the 
work of the Jihad, particularly 
in the early years of the revolu- 
tion, in taking electricity and 
water to the villages and 
extending the road network 
throughout the countryside. 

In tite 10 years to 1992. the 
Jihad built 46.000kra of roads 
and 1,000m of bridges. It 
expects 70 per cent of rural 
population to be linked by road 


by the end of the five year 
plan. The number of villages 
supplied with electricity has 
fallen back since 1985. In its 
annual report for 1992. the 
jihad said: “The declining 
curve from 13W [UBS) onwards 
has been caused by the short- 
age in construction material 
resulting from^ foreign 
exchange problems." 

The Jihad's frustration in 
dealing with the system are 
apparent in its comments on 
shortcomings in the agricul- 
tural sector, ln its report it 
said: "Measures taken by the 
government have Tailed to 
meet the basic needs of the 
rural population properly. Tor 
various reasons such as lack of 
clear planning and strategy 1 for 
development and concentra- 
tion of all facilities in urban 
areas (especially Tehran)." 

Until Iran can deal with the 
bottlenecks in the agricultural 
sector, it Is unlikely that it can 
meet its objectives of food 
self-sufficiency and rural 
growth in the foreseeable 
future. 

Scheherazade Daneshkhu 
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NATIONAL IRANIAN DRILLING COMPANY 

WE OWN AND OPERATE 40 HEAVY DRILLING RIGS. ADDITIONALLY, WE PROVIDE A WIDE 
RANGE OP DRILLING TECHNICAL SERVICES. WE HAVE DRILLED OVER 1^88,000 METERS 
WITHIN TOE PAST 13 YEARS (CONSISTING OF DRILLING 419 EXPLORATION, development 
AND DELINEATION WELLS AND 183 WORKOVER CONDITIONS). OUR DRILLING RIGS AND 
MOST ADVANCED DRILLING TECHNICAL EQUIPMENT ARE OPERATED BY SKILLED SERVICE 
PERSONNEL BACKED BY EXPERIENCE GAINED UNDER HARSH AND UNIQUE OPERATING 
CONDITIONS IN IRAN. 

WE HAVE THE RIGHT EQUIPMENT AND THE RIGHT MEN TO PROVIDE HIGH QUALITY SERVICES 
TAILORED TO SUIT THE NEEDS OF OUR CLIENTS. 

CONTACT ADD RESS: P.Q. BOX 61635-138 AHWAZ - IRAN 

TEL: 0098 61 -442197 FAX: 009861-442456 
TLX.- 612025 NZDC IS, 612117 NIOC IK 




BANKMELAT 

WHY SO MANY BRANCHES ABROAD WHEN 
WE HAVE LEADING CORRESPONDENTS 
THROUGHOUT THE WORLD? 


Established March 20, 1980 as amalgamation of 10 /reniiin Saids 
Capital: 33&JOOOOOOO Rails 

Deposits: 3,666, 107^199 JX)0 Riah 

Total Assets: 4.120J52.0IO.QO0 Rials 

We are experienced in intern a tional Banking Business. rriuNr uni helpful, with a 
great deal lo offer through our branches in: 


Bank Mellat, London Branch 

48 Gresham Street London EC2V 7 AX. England 

Tlx: 885426, 885489. 888198 MELLAT G. 

Tel: 071-606 8521 (10 lines) Fax: 071-606 2020 


1 - Bank Mellat, Istanbul Brandi 

I Binbiracek Sokak, Buyukdere Caddcsi 
PO Box 67, Levent, Istanbul. Turkey 
Tlx: 26023 . 24505 MELT IR 
Tel: 2695820/29 Fax: 2642895 

2 - Bank Mellat, Ankara Branch 

Ziya Gokalp Bulvari No. 12, Kizilay 
PO Box 791 Kizilay, Ankara, Turkey 
Tlx: 46915 BMEL TR 
Tel: 319940/42 Fax: 1321726 

3 - Bank Mellat, Izmir Branch 

Cumhuriyet Caddesi No.S8A/Kordon 
Tlx: 53053 BMIZ 

Tel: 417400 (3 lines), 417223 Fax: 417636 


1 - Europaisdt-Iranisdie Handelsbank AG 

Depenau 2. 2000 Hamburg 1, Postfadi 10 13 04, 
Germany 

Tlx: 2163067 TeL (040) 321090 Fax: (040) 32 10 
92 77 

2 -Iran Overseas Investment Bank Ltd 

120 Moorgate, London EC2M 6TS, England 
The 887285 Td: 071-6384831 Fax: 071-6284027 


Mashad , Shiraz, Isfahan, Tabriz, Semnan. Ghaem - 
Shakr,Akmaz 


16 Branches in Tehran dealing in International Banking 
Business and 1349 other branches in all parts of Iran. 



ENGLAND 



TURKEY 


<\ 


OUR ASSOCIATED 
BANKS 



7 BRANCHES IN 
PROVINCES 


International Division Vali Asr Avenue. Dameshgft Street No. 4, 

PO Box 11365 (5964. Tefcnm, Iran. Tlx: 213251 MINT IR TeL- 891021/9 Fax: (9821) 892868 


MELICA INDUSTRIAL COMPANY 

Distributors of 





Santa 


and 




NOUSHAB LIMITED 

Bottling Plant, Tehran 
Opening 1993 

Head Office: 

. No. 9, 21 Street, off Argentine Square, Tehran 
Tel: 628183 Fax: 629203 
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Every month, "The Banker" gets 

bottom of things. 

Your first 2 issues free 


to the 


No hiding place. 

Every hank that matters taken to 
pieces, examined, and pul in its place. 
Tile Banker’s regular surveys lay bare 
the performance of every major hank 
worldwide. 

It S a sen-ice international financial 
professionals value highly. It’s the 
objective yardstick they need to see how 
they’re doing, how their competitors 
are doing: and where in the world 
their next success will come from. 

Independent listings 

The Banker publishes the only 
truly independent listings based on 
the Basel Definition of Tier l Core 
Capital - The Top MOO World Banks. 
Top SOU US. Top 500 European. Top 
I tH) Arab. Top 200 Asian. Top 100 


Japanese. Top 100 Latin American. 
There's also full listings of East 
European Banks and Foreign Banks 
in London. No other magazine probes 
the banking world From top to bottom 
so thoroughly. 

Required reading 

Add to this regular, authoritative. 
Facl-flltcd and comprehensive surveys 
by country and by sector. You’ll 
understand why The Banker is 
required reading for anyone whose 
business is to know about world money. 

Wherever you are - U.S., Asia, 
Europe. Latin America, Middle East - 
The Banker gives you a dear-sighted 
overview of the whole world. Homing 
in on individual countries and regions 
as they develop; airing problems and 


A FINANCIAL TIMES MAGAZINE 


ideas; talking to the top people; 
reporting on the key issues. Helping 
you spot opportunities, analyse 
changes, develop strategy. 

You are invited now to receive 
The Bunker FREE for two months 
as part of a trial subscription. Just 
complete the coupon and post (or 
fax) it. 

You are entitled to receive your 
first two issues FREE with our 
compliments. Your full subscription 
starts with the third issue. Should you 
decide to cancel after the second 
issue, you will owe nothing and any 
payment you make now will be 
refunded in full. 


2 FREE 
ISSUES 


YES I would like; lo lake oul an annual subscription to THE BANKER and take advantage 
ofyo.tr special introductory offer of 14 issues for tbe price of 12: The first 2 issues are free. 

d Plea« invoice me/ my company 



£57 UK 
£94 EUROPE 
US$163 USA AlRSAVER 
US$197 USA AIRMAIL 

£1 16 REST OF WORLD AIRS AVER 
£143 RESTOP WORLD AIRMAIL 


MONl'.Y HACK GVAR.yNT! 


I~1 1 endo'e a cheque payable to F.T. BUSINESS ENTERPRISES LTD. 
□ Please debit my credit card: QAmex Qviva Q Access. □Diners 
Card No IT' I 1 | | 1 | | | | | LLi I T1 Expiry Date 


Signature 

BLOCK CAPITALS PLF.AM; 

Mr'Mri.Ms 


. Date 


Title, Position 

Company- Private .njilrexs 


, PiWkOde 
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EJ.CX SOLO EXHIBITIONS 
ABROAD 1993 

1. LR. of Iran Exhibition 
BetaUd-Fhdnd. 

2. LR. of Iran Ex hibit ion 

Kuala Lumpur Malaysia Apr 14 

3. LR. of Iran Solo Exhibition (Iran Week) 
Toronto, Canada. 

4. I.R. of Iran Solo Exhibition (Iran Week) 
Dob&n-Ixdand. 

5. LR. of Iran Solo Exhibition (Iran Week) 
London- England. 

6. LR. of Iran Solo Exhibition 
Knwatt-Knwaft. 

7. LR. of Iran Sok) fahftMm 
Rlyadh-Snudi Arabia. 

8. LR. of Iran Solo Exhihrion 
Qatar- Qatar. 

9. LR. of Iran Solo Exhibition, 

Alma At«. KliMRlnfein 

10. LR. of Iran Solo Exhibition 

11. LR. of Iran Solo Exhibition 
Yerevan- Armenia. 

12. LR. of Iran Solo Exhibition 
Mexico C&y-Mexko. 

13. LR. of Iran Solo Exhibition 
Buenos Aires- Ar gentina . 

14. LR. of Iran Solo Exhibition 
Rio de Janeiro- BrazR. 

13. LR- of Iran Solo Exhibition 
Colombo -Sri Lanka. 

■16. LR. of FJ Iran Exhibition 

LIST OF PARTICIPATION 
OF LR. IRAN IN 
WORLD FAIRS IN 1993 
WE ARE AV AILABLE WORLDWIDE 
INT. TRADE EXHIBITIONS IN EUROPE 

1. Brno Int Exhibition^ iovat Republic 

18-23 April 

2. Bucharest Int. Exhibition; Romania 

31-May-6Jun 

3. Import Fair Berlin; Germany 9-13 June 

4. Budapest Idl Exhibition; Hungary 17-26 Sept 

5. Vienna Int Exhibition; Austria 10-17 Nov 

INT. SPECIALIZED EXHIBITIONS 
IN EUROPE 

1. Florence Handicraft InL KxhWtinn; Italy, 

24 April-4 May 

2. Paris ti»aihnr Week InL Exhibition; France 

18-21 Sep 

3. Amiga, World Food Market InL Exhibition; 

Kflln, Germany 9-14 Oct 

INT. TRADE EXHIBITIONS IN ASIA 

1. Beijing InL Exhibition; China 4-8 April 

2. Tokyo Idl Exhibition; Japan 29 AprB-3 May 

3. Abo Dhabi InL Exhflritian; Abu Dhabi 

21-30 April 

4. Jakarta InL Exhibition; Indonesia 

12 June-10 July 

5. Tai Jan Expo; Korea 7 Aug-7 Nov 

6. Manila InL Exhibition; Phffipiaes Feb 

INT. SPECIALIZED EXHIBITIONS 
IN ASIA 

1. Kuala Lnmpur Food Stuffs InL Exhibition; 
Malaysia 7-10 Sept 

INT. TRADE EXHIBITIONS IN AFRICA 

1. Cairo InL Exhibition; Egypt 10-23 April 

2. Tunisia Int Exhibition; Tunisia 5-14 Oct 

3. Lagos InL Exhibition; Nigeria 6-15 Nov 



EXPORT 
PROMOTION 
CENTRE OF 
IRAN 



INT. FAIRS TO BE HELD IN 
TEHRAN IN 1993 

1st Packaging & Printing 
Machineries A Equipment Feb, 14-16 

2nd Pharmaceutical Industry InL Fair Apr, 17-23 
3rd Mining Machinery A Equipment 
A Decorative Stones InL Fair Apr. 27-May 1st 
6th Tehran InL Book Fair May 4-14 

2nd Hortkul Ture. Flower A 

Hants InL Fair May 13-21 

1st Rsberis InL Fair May 22-27 

3rd Medical, Hospital Equipment 

A Pharmaceutieals InL Fair June 6-21 

19th TEHRAN INT. TRADE FAIR Oct 2-12 
1st Household Applicants InL Fair Nov 16-20 
1st Machine Toots IhL Fair Nov Nor 27-Dec 1 


DOMESTIC SPECIALIZED 
EXHIBITION FOR 
IRANIAN EXPORTS AND 
LOCAL FAIR 1994 

1. Sports Good 

2. Fa jr Decade 

3. Textiles & Clothing (Spot Sale) 

4. Ceramic, Porcelain A Glassware 

5. Training Aids & Stauonaries 

6. Engine^, rjninp, Forging, Rolling 
A Dies Products 

7. Detergents, Hygienic & Cosmetic Products 
S. Iran’s Tourist Attractions Fair 

9. Children's Entertainment & Toys 

10. En g in eering Services A Equipment 

11. Grand Persian Carpers 

12. Food A Beverages 

13. Shoes, Leather A Skin 

14. Chandeliers A Decoratives Lights 

15. Household Appliances 


DOMESTIC SPECIALIZED FAIRS 
FOR IRANIAN EXPORTS IN 1993 

FAIR DECADE 

(Exhibition for 10 days victory > Feb, 1-11 

Sports Goods Feb, 6-11 

4th Textiles & Clothing (Spot Sales) Mar, 2-12 
Ceramic, Porcelain A Glassware Apr. 13-15 

Engines, Castings, Rolling & 

Dies Products May 26- June 2 

Non Ferrous Metal 

Munufactured Goods June 8-10 

Detergents, Hygienic A 
Cosmetic Products Jane 15-17 

Paintings A Miniatures June 22-24 

Construction Material July 6-8 

Children's Entertainment & Toys Jnly 27-30 

Plastic Products Aug 3-5 

Furniture Aug 10-12 

Grand Persian Carpet Fair Aug 23-29 

Iran Tourist Attractions ’Tehran" AugJl-Sep 9 

Textiles A Clothings Oct 24-26 

Food A Beverages Oct 26-28 

Shoes, Leather & Skin Nov 2-4 

Chandeliers A Decorative Lights Dec. 16-18 


INTERNATIONAL FAIRS 
TEHRAN IN 1994 

1. The 3rd Horticulture, Flowers i 

Plants Iul Fan 

2. The 3rd Elecmctiy, Electronics, Computer 

A Communication InL Fair. 

3. The 4th Mining Machineries 4 

Decorative Stones InL Fair. 

4. The 7th Tehran InL Book Far 

5. Tbe 3rd Building it Construction 

Machineries £ Materials InL Fair 

6. The 20tfa Tehran InL Trade Fair 

7. The 3rd Textile and Leather 

Machineries Int Fair 

8. The 2nd Agricultural, Water and Sewage 

Machinery A Equipment Idl Fair 

9. The 2nd Packaging A Priming 

Machineries A Equipment InL Fur. 
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OIL AND GAS INDUSTRIES 


Restoring output 


to pre-war levels 


IRAN is on schedule to achieve 
its target of 4.5m barrels a day 
(b/d) sustainable oil production 
by the end of March, according 
to Mr Gholamreza Aghazadeh, 
the minister oF oLL If achieved. 
It will represent a substantial 
step in the five-year effort by 
Iran to repair its war-damaged 
oil facilities, introduce new 
capacity and bring output 
closer to the 6m b/d level 
achieved before the revolution. 

"We do not look at reaching 
4.5m b/d on a sustainable basis 
by next March as expanding 
our output capacity. It is 
merely restoring our pre-war 
production levels", said Mr 
Aghazadeh in a message aimed 
at the Organisation of Petro- 
leum Exporting Countries. 
“Every month sees an increase 
in our production capacity.” 

Current efforts by members 
of Opec to agree production 
cuts in order to support weak- 
ening crude prices will help to 
determine Iran's actual produc- 
tion levels which the minis ter 
put at 3.8m b/d in November, 


3.5m-3.6m b/d in December and 
H no more than &5m b/d in Jan- 
uary". Of those totals, some 
350,000 b/d is on average pro- 
duced from Iran’s offshore 
wells and the remainder from 
onshore sources. 

The return by Iran to oil pro- 
duction levels closer to those of 
14 years ago Is just one part of 
a programme designed also to 
invest heavily in natural gas. 
to expand refinery capacity 
and to improve the products 
distribution network within 
the country. 

The investment made 
already and that required for 
the next stages of the pro- 
gramme is substantial and will 
have increasingly to involve 
foreign companies, an issue of 
continuing sensitivity for the 
Iranian parliament. 

Mr Aghazadeh stressed that 
so far the amount of foreign 
investment had been relatively 
modest because the majority of 
the work had been carried out 
in onshore areas. "The only 
part which is very costly for us 


is the reconstruction of the off- 
shore facilities, because that is 
being carried out by foreign 
contractors. In order to reach 
4J>m b/d some $3.5bn has been 
spent. But the remaining por- 
tion still to be spent is in 
rials." He added that negotia- 
tions were continuing with for- 
eign companies over the devel- 
opment or the Slrri and Balal 
oilfields in the Gulf and the 
North Pars and South Pars gas 
fields. 

“We have quite a few foreign 
companies that have presented 
their offers to us for the devel- 
opment of those fields. We are 
now negotiating with them 
over terms and I hope we will 
be able in the near future to 
conclude those talks. The com- 
panies will get their return on 
investment through buy-back 
arrangements", said Mr Agha- 
zadeh. 

He added that it was only to 
be expected that negotiations 
would be protracted because of 
the limitations imposed by the 
Iranian constitution on agree- 



fran’s first LPG carrier, (ranges. Iran could envisage being ebfe to export up to 5Bbn cu m olgas a year soon alter the turn ol the century 


meats with foreign companies. 
“For instance, we will not 
accept any production sharing 
and we will not grant any 
equity to foreign companies in 
our oil fields", said Mr Aghaza- 
deh. Even so, he believed that 
negotiations would be com- 
pleted shortly. 

The requirement for invest- 
ment from overseas is likely to 
be even greater once Iran 
moves on to the next stage of 


development which will con- 
centrate on natural gas and 
refineries. Sums ranging up to 
S30bn over the next two 
decades have been suggested 
as necessary if Iran is to cany 
out its plans for meeting future 
additional domestic energy 
requirements with gas rather 
than oiL Ideally It would into 
to hold domestic oil consump- 
tion to about L3m b/d. 

“We have prepared a study 


for the government on the out- 
look for natural gas for the 
next 15 years. We looked at 
many questions, such as 
domestic demand, volumes 
needed for gas Injection pro- 
grammes in the oilfields, and 
the actual sources which 
would be developed," said Mr 
Aghazadeh. “In this context of 
supply and demand, we esti- 
mate that we will have a sur- 
plus of some 50bn cubic metres 


per year to be exported, which 
gives us a my bright Aiture." 

Iran is involved in talks with 
Ukraine and a consortium of 
European companies over 
ways of transporting the gas. 
either through a pipeline or in 
a liquified form. Officials say 
the plan is for Iranian gas to be 
supplied to Ukraine and then 
for the pipeline to be attended 
into eastern Europe. If all went 
smoothly, Iran could envisage 


being able to export up to 50bn 
cu m of gas a year soon after 
the turn of the century. 

Even bigger question marks 
surround Iran’s requirements 
for additional refining capacity 
to meet domestic demand. 
Given the already long queue 
for access to limited foreign 
currency earnings, Iran is 
probably going to have to look 
to the private sector for funds. 
Interest has been expressed 
already by the Bonyad Mosta- 
zafan religious foundation. 
However Mr Aghazadeh dis- 
misses the idea. "As long as 
domestic fuel prices remain so 
low compared to international 
prices there will not be any 
seriously Interested party from 
the private sector wanting to 
invest", he said. “The econom- 
ics for this kind of operation ^ 
simply not favourable." 

Making it more favourable, 
by raising local fuel prices, ig, 
the minister stressed, "a very 
sensitive issue which depends 
on the economic and social 
problems of society". A swift 
resolution to Iran’s present 
problems over short-term lot- 
eign debt will undoubtedly 
help its ability to attract inter- 
national finance. But only the 
politically courageous imple- 
mentation of structural eco- 
nomic reforms will allow Inn 
to take more effective domestic 
advantage of its single greatest 
asset. 
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Roger Matthews 


A fghan refugees have not 
exactly been queueing up to 
leave Iran despite political 
Improvements at home. Even 
rather obvious hints from Ir anian 
officials that the time has come to 
leave have fallen on deaf ears. 

Last month Esmail Mnfidi, Gov- 
ernor of Khorasan Province, which 
borders Afghanistan, assured the 
2.9m refugees that their return was 
essential to the success of the 
Islamic Revolution in Afghanistan. 
The troth is that it would not 
exactly damage the revolution on 
the Iranian side of the border, 
either. 

Iran's problems stem from its lib- 
eral treatment of those who take 
refuge within its borders. There are 
no camps, just a handful of "guest 
cities" where refugees are invited, 
but not forced, to live. The 4m dis- 
placed people in Iran are free to 
Live and work anywhere except in 
regions suffering from war damage 
and therefore unable to support an 
extra burden. However, they still 
represent a considerable burden to 
their hosts. 

Afghans make up the majority of 
the refugees. The 1.3m Iraqi Kurds 


and Shia Moslems that poured 
across the border In the wake of 
the Golf war have mostly returned, 
but there is still a large Kurdish 
community who fled Iraq during 
more than. 20 years of repression. 

The Islamic Republic has played 
host to numerous waves of dis- 
placed people since the 1979 revolu- 
tion. About 400,000 Iraqis were 
exiled to Iran exile in the early 
days of the Iran-Iraq war and a 
further 100.000 followed after the 
attacks on the Kurdish villages. 


REFUGEES 


Problems for liberal hosts 


There are 80 "guest cities”, 
but less than 7 per cent of 
Afghans In Iran live in these 


More than 10,000 Kuwaitis also fled 
to Iran after Saddam's Invasion. 

There are also relatively small 
numbers of people fleeing events in 
Sudan, Sri Lanka, Egypt, Palestine 
anri India. 

“Nowhere else are refugees given 
such freedom. We wish more coun- 
tries would take the Iranian exam- 
ple and give an alternative to 
camps,*' enthused an American aid 


worker in Tehran for a conference 
on the refugee problem. Last 
month, the UN High Commissioner 
for Refugees (UNHCR) gave new 
assurances that some 2m Afghans, 
now in Iran and Pakistan, would 
return home this year. 

However, Tehran is becoming 
increasingly depressed about the 
level of displaced peoples happy to 
shelter under the Iranian flag. 

According to Mr Jean-Marie Fak- 
houri, UNHCR deputy for South 
Asia and North Africa, about 1.3m 
Afghans returned to their home- 
land in 1992. But only an estimated 
300,000 were from Iran. 

However, Mr Ahmad Hosseini, 
director-general of the Bureau for 
Aliens and Foreign Immigrants’ 
Affairs, says the 315m earmarked 
for ban by the UNHCR in 1992 fen 
drastically short of the expenditure 
on refugees. And he said Iran had 


not received the 1230 each Afghan 
refugee had been promised by the 
UN to help them return. 

Iran's greatest fear is that as the 
turmoil In the countries surround- 
ing It increases, it will be seen as a 
safe haven for all the displaced peo- 
ple of the region. 

Mr Hosseini argues that although 
90 per cent of the Iraqi Kurds that 
took refuge in Iran In die after- 
math of the Gulf war have gone 
home, the situation is still a cause 
for worry. 

Saddam Hussein is still in charge 
in Iraq and his aggression against 
minority Kurds and Shia Moslems 
could still send a new wave of refu- 
gees into Iran. 

To the north, the conflict 
between Azerbaijan and Armenia 
has produced its own displaced 
population. Taldjistan Is also in 
turmoil and the two peoples share 


a common language and culture, 
malting Iran the natural port of 
refuge. 

The Soviet invasion of Afghan- 
istan sent 2.9m Afghans into Iran, 
but Tehran has received less than 
any other host nation in interna- 
tional funding - mainly given by 
the US and Japan - the bulk hav- 
ing gone to Pakistan. 

Mr Hosseini says: “The entire 
world should help us, we are taking 
care of them [the refugees] on your 
behalf. If die developed world does 
not help today, tomorrow the refu- 
gees wfll not be only in Iran and 
Pakistan, they will gather on the 
borders of Europe." 

According to a report by the US 
Committee for Refugees to a US 
Senate sub-committee on Refugee 
Affairs in 1991, “For every dollar 
reportedly allocated per Iraqi refu- 
gee in Iran, 37.60 has been spent 


for an Iraqi refugee on the Turkish- 
Iraq border." 

There are SO “guest cities", bat 
less than 7 per cent of Afghans in 
Iran live in these. The rest live In 
24 provinces throughout Iran. But 
55 per cent have chosen to settle in 
Khorasan. Kerman, Sistan and Bal- 
nchestan. Is Khorasan they make 
np 23 per cent of the population. In 
some areas, especially on the bor- 
ders, the ratio of Iranians to refu- 
gees is one to one. More than 33,000 
have taken Iranian wives and 


There is no limit to the 
amount of money that they 
can send home 


become part of local families. Most 
of these people have no one left in 
Afghanistan to return to. 

Iran allows refugees to work in 
16 occupations, bnt construction is 
the most popular. There is no limit 
to the amount of money that they 
can send home. With Afghanistan's 
future still uncertain, and the con- 
struction industry still healthy in 
Iran, there are few incentives to 


return east. Some 61 per cent of the 
Afghans were farmers, but in ban 
a mere 8 per cent still work on the 
land. They have created many prob- 
lems for the host nation. Some 80 
per cent of the refugees are aged 
less than 40 and the competition 
for jobs Is beginning to cause ten- 
sion. 

Since the fall of Kabul-to-tbe 
Mujahideen, some 176,000 Afghans 
have returned home. According fe 
Iranian officials, those who went 
home from Iran have found that 
their countrymen who took shelter 
in Pakistan received $130 to return, 
as well as blankets and food, inn 
has not had the funding from (he 
UNHCR to allow her to do this. As 
the news filters back, it 
more attractive for the refugees to 
stay put 

The conclusions of the USCK 
report on the Iraqi crisis holds just 
as true for others taking refuge h 
Iran: “Iraqi refugees in Iran should 
not be punished because they ham 
fled to a nation isolated from the 
western world. The aid is for the 
refugees, not for Iran." 


Parichehre Mosteshar 
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More smiles than scowls 
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MANY first-time visitors to 
Iran are surprised. They arrive 
conditioned by the particular 
type of publicity Iran has 
received over the past 15 years 
and instead discover rather 
more smiles than scowls. 

It has not always been like 
that and first impressions have 
been much improved by the 
streamlined procedures at Teh- 
ran’s Mehrahad airport 
Instead of the long waits, 
aggressive baggage searches 
and minute examination of 
currency declarations, It 
should now be possible to get 
through the airport at an inter- 
nationally acceptable pace. 
There are now no currency 
restrictions, arriving or leav- 
ing, and quite often no baggage 
check. 

On no account attempt to 
take alcohol into the country 
or publications with immodest 
photographs of women. Video 
tapes may be confiscated. 
HOTELS 

The two most popular in Teh- 
ran are the Laleh (formerly the 
Intercontinental) and the 
Esteghlal (formerly the Hilton). 
Both have seen better days, 
but the Esteghlal has benefi- 
ted from restoration work. The 
Laleh is downtown and can be 
more convenient for govern- 
1 ment ministries and embassies. 

| The Esteghlal enjoys the 
i cleaner, cooler air of north 
Tehran and has superb views 
over the mountains. But the 
drive into town can test the 
nerves of the most hardened 
taxi passenger. At night it is 
not uncommon to find cars 
without lights driving at more 
than 70 mph on the express- 
way. 

Tehran hotels tend, fairly, 
not to boast about their cui- 
sine, but it is modestly priced. 
Caviar, when available, is par- 
ticularly good value. 

International phone calls suf- 
fer only slight delays and fax 
facilities are available. 

Hotels usually ask for the 
room rate to be paid in dollars 
but accept rials for all other 
spending. 

Other hotels: Azadi Grand 
(formerly the Hyatt) and the 
Homa (formerly Sheraton) 
CURRENCY 

Credit and charge cards are 
not accepted in Iran. Take 
cash. The dollar, sterling and 
the D-Mark are the most easily 
traded. 

It is faster - and often 
slightly more profitable - to 
go to a money changer rather 
than a bank. Be prepared to be 
given large quantities of tow- 
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Employ experienced drivers 


denomination notes. 
TRANSPORT 

Local representatives often 
provide a car and driver for 
visitors. Otherwise, the car ser- 
vices operating from the main 
hotels have English-speaking 
drivers, reasonably modern 
vehicles and charge by the 
hour or by the day. 

There is a good private hire 
company directly opposite the 
L aleh. In view of the traffic 
problems of Tehran, it is vital 
to employ experienced drivers 
who have a good knowledge of 
the city. A willingness to 
reverse at speed the wrong 
way down one-way streets is a 
time-saving asset. 

Iran Air runs frequent ser- 
vices between the biggest 
cities. Seats can be difficult to 
acquire without booking well 
in advance. 

VISAS 

For a first-time visitor, the sim- 


plest method is to join a trade 
mission or attend the annual 
international trade fair. Once 
contacts have been made with 
local companies, it is then pos- 
sible to be invited, the normal 
procedure for getting a visa, ft 
has be approved by the Foreign 
Ministry in Tehran. 

Altow several weeks and be 
sure to find out the approval 
□umber In order to assist the 
local consulate which will 
actually be issuing the visa It 
is often possible to get visa 
extensions once In Iran. 
EMBASSIES 

Most western countries have 
embassies in Tehran. British 
representation has been 
strengthened but there is still 
no ambassador because of the 
Salman Rushdie affair. Com- 
mercial sections can offer guid- 
ance on changes ' in local regu- 
lations and on key personnel in 
government departments. 
LOCAL REPRESENTATIVES 
Finding the right local repre- 
sentative can be the key to suc- 
cess in Iran. Accurate, 
up-to-date information and 
guidance through the local 
bureaucracy is at a premium. 

Embassies can help in pro- 
viding contacts, as can the 
local chamber of commerce 
and in London, the Department 
of Trade and Industry. 

DRESS 

Many visiting businessmen 
choose to wear suits and ties, 
although it is not necessary, 
especially when dealing with 
the government. Arms should 
be covered in public. 

Women must be fully cov- 
ered, with a scarf over the hair. 
Cosmetics can be used dis- 
creetly. 

Iranian women constantly 
seek to push back the frontiers 
of the dress code. Limits of offi- 


cial toleration are subject ft. 
sudden change. 

SOCIAL ATTITUDES 
Men must never offer to shake 
hands with a woman In public. 

In people's homes, especially In 
affluent north Tehran, prerev- 
olutionary attitudes prevail 

Alcohol is more prevalent 
than might be expected, bat It . 

is unwise for the visitor to v 
appear to be under its tafia- 
enoe. Criticism of the regime is 
often heard but best not 
repeated. Iranians remain 
strongly nationalistic. Help 
with visas is often sought 
SHOPPING 

The ban on carpet exports h» 
been lifted and individuals can 
now take out of the country 
one carpet and one kilim Bed 
to seek local advice and bar- 
gain hard. 

Caviar is best bought at the 
airport on departure. Beluga 
and sevruga are usually avail- 
able at about one-seventh of 
the London retail price. Pay- 
ment has to be made in rials W 
but there is a bank near the 
caviar shop. Saffron Is also an 
excellent buy. | 

GUIDES TO IRAN . 

One of the best, quick guides is 
Doing Business with Iran writ- 
ten by Pauline Jackson ana 
published by the Committee 
for Middle East Trade. 33, Buff 
Street, London SWlY 6AX- 
This also c o n tains sections on 
contracts, tendering, bidding, 
contract negotiations, taxes 
and social security. 

Business International 
also published three other 
manuals on Iran by Pain™*- 
Jackson: Iran: a Practical 
Handbook, Iran after Shoot** 11 
and in 1991 Iran - A Ma*** ^ 
for Foreign Business. 


Roger Matthews 
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